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FINANCE DOCKET No. 21478 1 

GREAT NORTHERN PACIFIC & BURLINGTON LINES, INC.
MERGER, ETC.-GREAT NORTHERN RAILWAY COMPANY, 
ET AL. 

Decided November 30, 1.967 

Upon reconsideration and further hearing: 
1. In Finance Docket No. 21478, (a) merger of the properties and fran

chises of the Great Northern Railway Company, the Northern Pacific 
Rai !way Company, the Paci fie Coast R.R. Company and the Chicago, 
Burlington & Quincy Railroad Company into the Great Northern Pa
cific & Burlington Lines, Inc., for ownership, management and opera
tion; (b) acquisition by the surviving company of sole or joint con
trol of carriers subsidiary to or affiliated with the merging carriers, 
throughstockownershiporotherwise, and of all leasehold, trackage, 
joint use and joint ownership rights in the lines of railroad of other 
carriers, and the terminals incident thereto, held by the merging car
riers; (c) lease by the surviving company of the lines of rai !road and 
other properties owned, used, or operated by the Spokane, Portland 
& Seattle Railway Company for a period of 10 years and through the 
terms of such lease, acquisition by the lessee of sole or joint con
trol of carriers subsidiary to or affiliated with the lessor and all 
leasehold, trackage, joint ownership and joint use rights in any rail
road line or lines and terminals incidental thereto held by lessor, 
approved and authorized. Conditions prescribed. Findings in prior 
report 328 I.C .C. 460, reversed. 

2. In Finance Docket No. 21479, authority granted (a)to Chicago, Bur-
· 1ington & Quincy Railroad Company to issue not exceeding $70 
million principal amount of its first and refunding 4 percent bonds, 
due August 1, 2010;(b)toGreat Northern Pacific & Burlington Lines, 
Inc., to issue not exceeding 17 .5 mi Ilion shares of common capital 
stockwithoutpar value, not exceeding 3,102,333 shares of preferred 
stock, of the par value of $10 each share and not exceeding $71.5 
mi Ilion. principal amount series A consolidated mortgage 4 percent 
bonds,dueOctober 1, 1984; (c) to Great Northern Pacific & Burling
ton Lines, Inc., to assume all obligations, liabilities and guarantees 

1This report embraces also Finance Docket No. 21479, Chicago, Burlington & 
Quincy Railroad Company, et al.-Stock Issuance, Etc. and Finance Docket No. 
21480. Great Northern Pacific & Burlington Lines, Inc., et al.-Construction 
and Abandonment. 
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with respect to securities issued, assumed or guaranteed by the 
Great Northern Railway Company, Northern Pacific Railway Com• 
pany, Pacific Coast R. R. Co., and the Chicago, Burlington & 

· O,uincy Railroad Company and companies subsidiary to or affiliated 
therewith, including obligations contingently guaranteed by the fore
going either solely or jointly with other guarantors, and during the 
term of the lease of the Spokane, Portland & Seattle Railway Com
pany and companies subsidiary to or affiliated therewith, to assume 
all obligations, liabilities and guarantees with respect to securities 
issued by the lessor companies, including obligations contingently 
guaranteedeithersolelyor jointly with other guarantors; (d) to Great 
Northern Pacific & Burlington Lines, Inc., to pledge S71.5 million 
principal amount of its series A consolidated mortgage 4 percent 
bonds, due October 1, 1984; and (e) to Great Northern Pacific & 
Burlington Lines, Inc., to modify the status of the Northern Pacific 
Railway Company's collateral trust bonds through a supplemental 
indenture, all for the purposes set forth herein in connection with 
the merger, acquisitions of control and leases referred to above, 
Conditions prescribed. Application dismissed in all other respects. 

3. In Finance Docket No. 21480, order issued authorizing the Great 
Northern Pacific & Burlington Lines, Inc., to abandon portions of 
lines of railroad in Wilkin and Clay Counties, Minn., Lewis and 
Clark County, Mont., and Spokane County, Wash., and by Spokane, 
Portland and Seattle Railway Company in Spokane County, Wash., 
and to construct connecting tracks in Douglas County, Wis., Pine, 
Stearns, Wadena, Wilkin, Clay, and Polk Counties, Minn., Cass, and 
Grand Forks Counties, N. Dak., Lewis and Clark County, Mont., 
Bonner County, Idaho, Spokane, Whitman and King County, Wash., 
1\lultnomah County, Oreg. 

Appearances as shown in prior report, and in addition: 
Lee B. Mc Tuman, for applicants. 
Kenneth G. Bueche, Samuel R. Freeman, W. H. Parsons and 

Ernest Porter, for intervening rail carriers. 
John H. Dougherty, Jack Pearce and Edwin M. Zimmerman, for 

United States Department of Justice, intervener in opposition. 
Lou Boedecker, William J. Hickey, Douglas M Head, William E. 

O'Leary and Lloyd Wandtke, for other interveners in opposition. 

REPORT OF THE COMMISSION ON RECONSIDERATION AND FURTHER 

HEARING 

BY THE COMMISSION: 

The prior report in these proceedings, 328 I.C.C. 460, dated 
March 31, 1966, denied joint applications, filed February 17, 1961, 
by Great Northern Railway Company (Great Northern or GN) and 
Northern Pacific Railway Company (Northern Pacific or NP), 
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both of St. Paul, Minn., hereinafter sometimes called the Northern 
Lines, and by Pacific Coast R. R. Co. (PC), of Seattle, Wash., 
Chicago, Burlington & Quincy Railroad Company (Burlington or 
CBQ), of Chicago, Ill., and Spokane, Portland and Seattle Railway 
Company (SP&S), of Portland, Oreg., all common carriers by 
railroad subject to part I of the Interstate Commerce Act, and 
Great Northern Pacific & Burlington Lines, Inc. (New Company 
or NuCo), a corporation of Wilmington, Del., not yet a carrier, in 
which authority is sought for the merger of GN, NP, PC, and CBQ 
into NuCo, the lease by the latter of SP&S together with the acquisi
tion of control of subsidiaries, issuances of common stock, 
assumptions of obligation and liability, abandonment and construc
tion of lines and other authority related to and necessary for the 
effectuation of the mergers and lease. 

The proposed transactions are described in the prior report, 
and in greater detail in the recommended report of the examiner, 
served August 24, 1964, after extensive public hearings before the 
examiner ending in July 1962. In recommending approval of the 
proposed unification, the examiner found that numerous benefits 
would flow by way of savings, efficiencies, economies and improved 
service, and that, suitably conditioned to protect carrier employees 
and connecting and competing railroads in the territory, appli
cants' proposal satisfies the statutory requirements. The Commis
sion found in the prior report, however, that the disadvantages of 
unification, namely, a drastic lessening of competition and adverse 
effects on carrier employees, outweigh the benefits that might be 
derived therefrom by applicants and the shipping public, and 
accordingly, concluded that the proposed transactions would not be 
consistent with the public interest. The Commission found that 
there would be substantial hardship inflicted upon carrier employ
ees through loss of jobs; and that with imposition of all of the 
conditions necessary to protect the traffic of other railroads2 
particularly those for the Milwaukee and North Western, the bene
fits to be produced would be minimal and might preclude consum
mation. While no dollar figure could be placed upon the value of 
intramodal rail competition, the value thereof was found not 
negligible but worth at least $12. 7 to $25.2 million in gross annual 
savings which would accrue to applicants from the merger. 

2 Reference in this report to an intervening railroad will be by the distinctive 
portion of its corporate title as follows: Chicago, Milwaukee St. Paul & Pacific 
Railroad Company (Milwaukee), Chicago and North Western Railway Company 
(North Western or CNW), Chicago, Rock Island and Pacific Railroad Company 
(Rock Island), The Atchison, Topeka and Santa Fe Railway Company (Santa 
Fe), Soo Line Railroad Company (Soo), The Western Pacific Railroad Company 
(Western Pacific or WP), Union Pacific Railroad Company (Union Pacific or UP), 
Southern Pacific Company (Southern Pacific or SP), and The Denver and Rio 
Grande Western Railroad Company (Rio Grande or DRGW). 
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Applicants, on July 27, 1966, requested reconsideration of the 
prior report on the grounds that they had reached agreements with 
various employee representatives, and were negotiating with 
others, for effecting merger-actuated work-force reductions 
through natural and normal attrition; that they had concluded 
agreements with Milwaukee and CNW respecting traffic diversion 
and were agreeable to all conditions found necessary in the. prior 

report to protect the traffic of other railroads; and that even 
after considering the cost of labor and traffic conditions, the 
annual savings from their proposed unification would be sub
stantially greater than estimated in the prior report. 

A petition was simultaneously filed by Northern Pacific Stock
holders' Protective Committee (NPSC), an intervener, seeking 
further hearings with respect to the justness and reasonableness 
of the terms and conditions of applicants' merger agreements, 
and a petition was subsequently filed by Rio Grande seeking an 
investigation into the agreements entered into by applicants with 
Milwaukee and North Western. Applicants replied to the latter 
petitions, and we received replies by numerous parties to appli
cants' petition. 

After consideration of the foregoing petitions and replies, and 
other matters, on January 4, 1967, these proceedings were re
opened by the Commission for reconsideration, oral argument, 
and limited further hearing. The order referred these matters 
to an examiner for hearing and outlined the procedures to be 
followed, but noted that due and timely execution of our functions 
imperatively and unavoidably required the omission of an exam
iner's report, and provided for certification of the record to us 
for initial decision. Although the order by its terms reopened 
the proceeding for reconsideration and oral argument on all issues, 
the further hearing was limited solely to determining, on the basis 
of the most current information readily available, the amount of 
estimated savings resulting from the proposed merger in the light 
of (1) agreements entered into between the applicants, on the one 
hand, and, on the other, the Milwaukee and the North Western and 
(2) the effect of relevant financial, operational and other changes 
related to savings, which have occurred subsequenttothe close of 
hearings. 

BACKGROUND 

Briefly, by these applications there are proposed transactions 
through which New Company would ultimately achieve unified 
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control, management and operation of the properties and franchises 
of the applicant railroads. A rail network would be created of al
most 27,000 miles of track extending from the Great Lakes and the 
Mississippi River through the northern tier of Western States to 
the Pacific Northwest and California, and by affiliation3 reaching 
the Gulf of Mexico. The rail lines of New Company would traverse 
16 States and 2 Canadian Provinces. 4 New Company would control 
extensive motor carrier properties and operations, and its control, 
in whole or in part, would extend to numerous terminal, rail 
equipment, and other companies. Its holdings would include title 
in fee to more than 2.2 million acres of land and mineral rights 
in an additional 6 million acres. GN and NP's major transcon
tinental routes extend generally through the same northern tier 
States between the Twin Cities (St. Paul and Minneapolis, Minn.) 
and Head-of-Lakes (Duluth-Superior, Minn.), and the Pacific 
Northwest, with the lines of SP&S forming part of the through 
routes to and from West Coast terminals. The main lines of GN 
and NP are both parallel and complimentary in that the greater 
part of NP's mileage is in the western part of its system while 
most of GN' s mileage is in its eastern portion. West of Minnesota, 
GN serves primarily those communities lying to the north while 
NP serves the southern parts of these States. Of the two, only 
GN serves southern Minnesota and the States of Iowa and South 
Dakota. Only GN reaches California. 

Except at their eastern and western extremities, the areas 
served by the Northern Lines are characterized by an extremely 
light population density. '.fhe area served is extensive, over 1, 700 
miles in length and 900 miles in breadth, and is rich in animal, 
mineral, agricultural and forest resources, but offers a limited 
market for its products. For this reason, the producers in the 
area are heavily dependent upon transportation. Because of the 
nature of the products and the distances involved, rail transporta
tion to centers of population at costs low enough to permit partici
pation in these markets is of primary importance. There is an 
imbalance of traffic. The West has historically been a market 
for the finished products of the Midwest and the East, and a sup
plier to those areas of basic raw materials. The lower-rated 

3W.ith The Colorado and Southern Railway Company (C&S) and Fort Worthanrl 
Denver Railwa·y Company (FW&D), both controlled by Burlington, 

4The States of California, Colorado, Idaho, Illinois, Iowa, Kansas, Minnesota, 
Missouri, Montana, Nebraska, North Dakota, Oregon, South Dakota, Washington, 
Wisconsin, and Wyoming, and the Provinces of British Columbia and Manitoba. 
The lines of C&S and F\l'&D. in addition, traverse the States of New Mexico and 
Texas in forming a rail route hetween Denver~ Colo~~ and Galveston~ Tex~ 
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traffic in its long haul east is not as vulnerable to incursions by 
intermodal competitors of the Northern Lines as the higher-rated 
manufactured articles moving into the area served by these lines 
for consumption .. The latter, both from the East and from the 
west coast, are vulnerable to motor carrier competitors and 
others. and it is this traffic which the rail carriers must retain 
to balance their operations. 

The Northern Lines, as seen, largely serve the same eastern 
terminals and western ports as traditional competitors, and the 
traffic which they carry is similar in consist and in volume, differ
ing only in areas where their lines are widely separated. There 
is no substantial competition, however, between either of the 
Northern Lines and the Burlington, since the latter's lines are 
in great part complementary to those of its parents, the Great 
Northern and Northern Pacific. Burlington's traffic differs, also, 
in that forest products comprise a much smaller proportion, 
and manufactures and miscellaneous traffic a much larger 
proportion, of its total traffic. Burlington's service area is 
more heavily populated than that of the Northern Lines, and 
constitutes an important market for producers located in the 
latter area. Burlington serves, among other points, the Twin 
Cities, Sioux City, Iowa, and Laurel, Mont., common points at 
which large volumes of traffic are interchanged with the Northern 
Lines. Burlington connects at Chicago, Peoria, Ill., and St. Louis, 
Mo., with other trunk and terminallines serving large manufactur
ing centers which market their products in Northern Lines terri
tory, and it serves many packinghouses in the Midwest at Chicago, 
St. Louis, Omaha, Nebr., Kansas City, Mo., and other points, which 
use the animal products grown in Northern Lines territory. 

A combination of these and other factors has long convinced 
Northern Lines management that these railroads, together with 
CBQ, SP&S and PC, which they control,5 should be unified under 
Nu Co's direction and control. With an enlarged pool of rolling 
equipment of varied types and the means of coordinating that 
equipment more efficiently to serve the needs of the combined 
service area, with elimination of duplicative functions, facilities 
and personnel through attrition, and with routing, transit and other 
services more finely tuned to the needs of the shipping public, 

5SP&S, like Burlington, ;,- .iointly controlled by the Northern Lines. Located 
in \\''ashington and Oregon, SP&S operates over 599*53 miles of track. principally 
between Portland and Spokane, Wash, Pacific Coast is eontrollP<'l by Great 
Northern, and operates over 32.03 miles of track bc-tWPC'n S<>atlle and variou,a 
pointR in \\'ashin~ton. 
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NuCo would be a more proficient railroad than the applicants 
separately. The whole, therefore, would in fact be greater (better) 
than the sum of the component parts. The stronger road, it is 
advanced, would be better able to cope with the increased inter
modal competition from motor and water carriers, both regulated 
and unregulated, which has intensified as a result of constantly 
improved highways and waterways. Moreover, NuCo would be 
better able to adjust to and cope with seasonal and economic 
fluctuations in traffic, in one commodity or another in one area 
or another, and thus to maintain a better overall balance. 

Active preparation for these proceedings commenced early in 
1956 with the formation of a joint consolidation committee of 
directors of the Northern Lines, and with the employment in July 
1956 of an independent transportation engineering firm, hereinafter 
called Wyer, to study and analyze operating and financial aspects 
of a unification of applicants' lines and to report on the operating 
advantages and monetary savings which could be realized there
from. A detailed "Report on Economics of Proposed Consolida
tion" was completed by Wyer in December 1957, and was revised 
in November 1960 to reflect changes in cost and rate levels, 
physical facilities, and operating conditions as of July 1, 1960. The 
Wyer report embraced 20 separate studies of different aspects 
of unification, and included review and analysis of protective 
services, normalized maintenance, freight costs, and a waybill 
study. The Wyer report was described and analyzed in the 
examiner's report, and was reviewed in the prior report. It will 
be further discussed hereinafter, in the light of the evidence 
adduced at the further hearings. In substance, the Wyer report 
indicated numerous economies and efficiencies to be achieved 
through unification, and contained recommendations for improve
ments in service and the strengthening of applicants' transporta
tion system through unification. On the basis of the Wyer report, 
the joint consolidation committee decided to proceed with plans 
for unification. Accordingly, in January 1961, the principals 
executed agreements under which New Company was formed and 
the terms and conditions of the proposed unification of the separate 
lines under New Company's control were formalized. 

FURTHER HEARING 

The further hearings herein were relatively brief. Applicants' 
case-in-chief consumed 3 days of hearing in March, and all oppos
ing parties completed their presentation in a single day in May. 
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Following the latter evidence, applicants were permitted by the 
examiner, over objections raised by the city of Minneapolis and 
other opposing interveners, to present evidence in rebuttal, and 
to do so without first submitting such matter in advance in the form 
of a prepared statement, in the general manner prescribed for 
the parties in the January 4 order. Applicants' rebuttal related 
solely to matters contained in the prepared statements and oral 
testimony of witnesses immediately preceding. 

The Commission's order of January 4 did not specifically pro
vide for presentation of rebuttal by applicants; however, an appli
cant normally has the right to open and close hearings held on his 
application, and a trial officer may exercise wide discretion in 
the admission of rebuttal evidence. We do not find, in this instance, 
that there was an abuse of discretion. Interested parties were 
free to cross-examine as to the brief rebuttal evidence, and one 
did. The procedures adopted by the examiner were consistent with 
this authority, under our General Rules of Practice, to ''regulate 
the procedure in the hearing before him," and no party was prej
udiced thereby. 

Applicants, on further hearing, updated their prior estimates of 
the savings expected to accrue from the proposed unification. The 
updating was performed by Wyer from a joint report to Wyer made 
by designated vice presidents of GN and NP in which they described 
specific structural and operational changes which they deemed 
relevant to savings. To the extent considered significant, there 
was encompassed by their study those operational changes which 
had been recommended in the Wyer report as achievable through 
unification, but which the individual applicants had in fact effected 
by independent action. On the basis of this joint report, and in 
the light of known changes in applicants' costs and revenues, due 
consideration being given to the effects of the Milwaukee and North 
Western protective agreements and the labor attrition agreements 
previously mentioned, Wyer reviewed each of the basic studies 
of the Wyer report and prepared an updated estimate of the effect 
of the proposed unification on applicants' net income, before 
Federal income taxes, as of Ja,mary 1, 1967, as shown in column 4 
of the following table: 
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Estimated savings from unification per annum, before Federal income tax 

Wyer 1960 Examiner~s** ad- Prior report 
Study revision justed savings adjusted savings 

1 2 3 

I (Common points) - - - - - - - - - · - - - - $15,846,802 $15,846,802 $10,564,535 
II (Duplicate lines) 

______ ... ______ 
3,059,838 0 0 

III (Lines retained-effect of con-
solidation on expenses) - - - - .... 2,486,579 1,940,899 1,940,899 

IV (Duplicated freight train service)- 1,697,725 1,697,725 1,697,725 
V (Duplical" passenger train 

service St. Paul-Chicago)• - - • • 490,856 490,856 490,856 
VI (Carload freight-shortest or most 

economical point routes) .... - - - - 3,630,910 3,630,910 3,630,910 
VII (Carload freight-longer hauls)- - • 10,561,178 10,561,178 18,629,032 

VIII (Less carload freight-loading 
patterns)• - • • - · · ------------ 455,888 432,81!6 432,836 

IX (Equipment pools)• - - · - • • • • • - - - 3,343,697 3,208,130 3,208, 130 
X (General repair facilities)•• - • - - 2,194,535 2,194,535 2,194,535 

XI (Materials and supplies stocks I and purchases and stores 
organization) ...... -_ .. ____ .,. ..... __ 1,366,319 1 ,366,319* 1,366,319* 

XII,(Foreign lines freight charges on I company material) - • • • • - • - • • • 167,321 167,321 16.7,321 
XIII (Communication facilities) • • • • - 460,114 460,114 460,114 
XIV (Train dispatchers)····· - • • • • - • 330,809 330,809 330,809 
xv (Special agents) --------- ------ 124,463 124,463 124,463 

XVI (Dining car departments) - • · • • • - 80,136 80,136 80,136 
XVII (System revenues)•···-·--··-·- (1,958,705) (1,958,705) (21,221,155) 

XVIII (System expenses) ------------ 10,586,135 10,586,135 10,586,135 
XIX,(Labor contracts) 

., _____ ., _______ 
(885,360) (885,360) (885,360) 

xx (Taxes)•·····-··-···-· 
_____ ., 

(4,639,766) (4,639,766) (4,639,766) 
XXI (Operating changes at Twin Cities 

and Head-of-Lakes, agreements 
applicants and N. W.) · • • • • • · · · - -------------·--- ---------~~--------- ... .......... ______ .., __ 

Total savings••• - - • • • • • • - • 49,399,474 45,635,337• 29,158,474 • 
Contingency allowance --·----- (6,174,934) (5,704,417) (3,644,809) 
Net saving_s -·····-·-·····-·-· 43,224,540 39,9.30,920 25,513,665* 

( )-Denotes deficit amount. •-Denotes corrected amount. *•-Examiner's report. 

Savings estimated 
after further 

hearing 
4 

$17,893,000 
0 

2,305,000 
1,892,000 

526,000 

4,052,000 
14,575,000 

428,000 
3,241,000 
2,404,000 

1,475,000 

167,000 
512,000 
379,000 
151,000 
93,000 

(15,041,000) 
12,887,000 
(I, 130,000) 
(5,083,000) 

(38,000) 
41,688,000 
(2,015,000) 
39,673,000 
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As seen in the table above, applicants' estimates show a reduc
tion for contingencies. We did not find unreasonable in the prior 

report an allowance for this purpose of 12.Spercent. This reduc
tion reflected the element of doubt attributable to such factors as 
the necessary Commission approval for proposed abandonments 
of duplicate lines, the difficulties in estimating the ultimate costs 
of labor protection in the absence of agreement with employees in 
regard to protective conditions, and the fallibility of human judg
ment in forecasting the reactions of shippers and the resulting 
shifts of traffic. The "mix" of these factors which made up the 
12. 5-percent allowance for contingencies has changed considerably 
since the 1960 estimates, however. Applicants' 61ans to abandon 
duplicate lines have themselves been abandoned, at least for the 
present, and agreements reached with employee groups, and ex
pected to be reached with other employee groups and employees, 
have made appraisals of the costs of labor protective conditions 
less hazardous. 

Guided by our conclusions in the prior report with regard to 
probable traffic diversions to and from applicants' lines, applicants 
have, in the light of the subsequent Milwaukee and North Western 
agreements, been able to minimize the areas of doubt inherent in 
estimating shifts of traffic as a result of unification. In these 
circumstances, applicants have utilized an allowance for con
tingencies of 5 percent on operational factors and 20 percent on 
revenue factors. Accordingly, the net loss resulting from studies 
VII (gains in freight revenue) and XVII (losses in freight revenue) 
in column 4 of the table above was reduced by 20 percent, and the 
net gain produced by all of the other studies was reduced by 5 
percent. An overall reduction in savings of slightly less than 5 
percent will res ult. 

Adjustments reflected in applicants' updated estimates of savings 
include: increases in employees' wages and health and welfare 
benefits, aggregating (to mid-1966) 5 percent for operating em
ployees and 3. 5 to 5 percent for nonoperating employees; an 
average increase of 4. 8 percent (to October 1966) in the cost of 
materials and supplies; an increase (to June 1966)of 11.8 percent 
in payroll taxes; increases (to January 1967) ranging from 8.33 

61n study II of the Wyer report, savings of more than $3 million W':!rF! estimat,!d 
to accrue from abandonment of 13 segments of parallel and duplicat'! lin,;s a~

gregatin,a almo;ct 500 miles of track. No applications werP. filed for authority tr, 
• effect these abandonments. however, and savings therefrom wer~ not r;rJn~drJ,!r<;d 

by the examiner, or in the prior report, and are not now refler:!t~rJ in applir;ants' 
estimates. 
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to 23. 6 percent in per diem charges for freight cars; an increase 
of 10 percent (to January 1967) in the annual rents expected to be 
collected by Nu Co from leased lands and structures; and an average 
increase of 7. 5 percent in miscellaneous expenses. On the basis of 
the latest available traffic data ( 1965) the estimated gains in 
freight revenue (study VII) and estimated losses in freight revenue 
(study XVII) were revised and updated to January 1967 cost and 
revenue levels. Also reflected in applicants' estimates are in
creases in State and local taxes, and in the costs of protective 
conditions for employees whose jobs would be affected. The cash 
expenditures by applicants required over a 5-year period to 
consummate the unification were revised downward, from 
$18,922,329 to $13,141,000, due in major part to the completion 
since 1960 of about 65 percent of applicants' centralized traffic 
control (C.T.C.) program at a cost of some $6.5 million. The 
revised estimate is predicated, however, on 1960 cost levels. 

Applicants' updated estimate of savings makes allowance for 
operational changes since 1960 as reported to Wyer by the 
Northern Lines' vice presidents. This joint report indicated, in 
general, that applicants' less-than-carload freight traffic has 
declined substantially since 1960, that applicants' carload traffic, 
in gross ton-miles, has increased somewhat during this period, 
that the total number of applicants' employees and of the passenger 
cars in their fleets has declined and continues to steadily decline 
further, that various tracts of land slated to be acquired for im
provement projects after unification have already been acquired, 
and that various reductions in and eliminations of rail services and 
facilities contemplated after unification have already been accom
plished. The decline in the number of passenger cars has had the 
effect of making unnecessary the planned construction of additional 
car storage tracks at St. Paul. And the decline in less-than-carload 
traffic has made it inadvisable to proceed with plans to construct 
a consolidated freight house in the Twin Cities area. Also, land 
which was to have been acquired at Spokane, Wash., for the con
struction of a bridge, and at Vancouver, Wash., for expansion of 
a freight yard, has already been acquired, and Great Northern' s 
wheel shop at Spokane, which was to be abandoned already has 
been abandoned. In all, operational changes which reduce estimated 
savings aggregated $264,000, while those which increase estimated 
savings aggregated $499,000, resulting in a net increase of 
$235,000. This reflects, among other things, reduction in estimated · 
savings stemming from a drop, since 1960, of more than $10 
million in applicants' combined inventory of materials and supplies. 
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As seen, by far the largest item of estimated savings results 
from consolidation of operations at various common points (study 
I), a savings estimated at almost $17. 9 million. The next largest 
savings, $14.5 million (study VII), is more than counter-balanced 
by its correlative outflow, $15 million (study XVII), for a net 
revenue loss of $466,000. A major savings, almost $12.9 million 
(study XVIII), is expected to result from unification of app}icants' 
separate organizations at administrative, operational, mainte
nance, traffic, and other levels. 

In all of the operational studies conducted, it is clear fhe greatest 
portion of the savings estimated is attributable to reductions in 
the number of jobs. Applicants' employees would now be protected 
under the attrition agreements, although duplicating and overlap
ping jobs after unification would be abolished over a 5-year period. 
It is basic to applicants' proposal that they would, after unification, 
provide the public with service the same as or even better than 
before, but with fewer employees than are required for separate 
operation of the involved railroads. In the Wyer report, as revised 
in 1960, it was determined after a detailed study that 8,286 jobs, 
mostly in Minnesota (3,166 jobs) and Washington (2,072 jobs), 
would be abolished, whereas 3,114 new jobs, again mostly in the 
same two States, would be created. In sum, there would be a net 
reduction of 5,172 jobs attributable solely to the unification. 

At the further hearing, Wyer estimated that only 4,511 jobs, or 
661 fewer jobs, would be eliminated. Nonetheless, due to interven
ing increases in wages and benefits, the estimated savings from 
job abolishments was increased from $32,676,759 in 1960 to 
$36,350,000 in 1967. Savings attributable to job abolishments are 
therefore estimated by applicants to be $3. 76 million greater than 
at the time of the prior report, notwithstanding the attrition agree-
ments entered into. · 

Inasmuch as most of the estimated savings relate to labor costs, 
the evidence adduced by opposing parties at the further hearing 
largely concerned applicants' estimates of savings through job 
abolishments, and in particular the methods employed by Wyer in 
developing these estimates. United States Department of Justice 
(Justice) and the State of Minnesota and its Public Service Commis
sion (Minnesota)7 were particularly critical of Wyer's method of 

7 Other governmental and civic bodies participating in the further hearings in• 
eluded the State of Washington (Washington), the Board of Railroad Commis• 
sioners of the State of Montana (Montana), the Public Utilities Commission of 
the State of South Dakota (South Dakota), the Public Service Commission of the 
State of North Dakota (North Dakota), the cities of Minneapolis (Minneapolis) 
and Sumner, Wash, (Sumner), Auburn, Wash,, and its Chamber of Commerce (Au• 
burn), and the Fargo, N. Oak., Chamber of Commerce (Fargo), 
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updating earlier estimates to reflect the current situation. At 
some locations they contend abolishments are impossible because 
jobs do not exist or fewer jobs exist than are slated for abolish
ment. Moreover, substantial job reductions since 1960 are said 
to suggest that applicant railroads have accomplished individually 
in this area more than they had hoped to accomplish through 
unification. Wyer' s estimate of the number of jobs to be abolished 
is a percentage adjustment of the prior estimates. Opposing 
parties contend that this method of updating is a mere statistical 
exercise in the absence of a more specific study of precise 
opportunities for job abolishment in the light of operational and 
technological changes which may have occurred since the 1960 
estimate. Absent such evidence, opposing parties contend that 
the Wyer estimate is valueless. 

Wyer' s method of updating anticipated job abolishments, briefly, 
is based on the belief that the overall number of jobs to be abol
ished will vary from the number estimated in 1960 in approxi
mately the same proportion as the net change since 1960 in the 
total number of railroad employees. Using the latest employment 
data available (December 1965), Wyer determined the percentage 
of change, up or down, in the number of employees in each of 12 8 
reporting divisions or categories of employees of GN, NP and 
CBQ (using only groups I and II of CBQ, which include the bulk of 
positions to be affected). The percentage of change determined 
in each category was applied to the number of jobs estimated in 
1960 to be abolished in each category, and the number was adjusted 
accordingly. The result, as stated, was a scaling down of the 
total number of jobs to be abolished. The current wage and bene
fits levels (January 1967) were used in converting job abolish
ments to dollar savings. The method used, according to applicants, 
produces a reasonable and reliable approximation of the savings 
achievable through job abolishments. As explained, infra, in the 
section of this report titled Benefits of Merger, we consider the 
data of sufficient reliability to enable us to make a reasoned 
decision on reconsideration. 

Other evidence was adduced at the further hearings by Justice, 
Minnesota, and Rio Grande. Justice directed our attention to 
statements made in February 1967 at hearings in another railroad 
unification proceedings pending before the Commission, by 
officials of the Milwaukee and North Western, which allegedly cast 

8 Finance Docket No, 24186, et al,, in which there is proposed a unification 
of the Milwaukee and North Western. 
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some doubt upon the value of protective conditions for those two 
roads. This contention will be discussed, infra, in the discussion 
on Competitive Considerations. 

Minnesota introduced various statistics in support of its conten
tions that applicants' estimated savings and needs for additional 
revenues are overstated. Rio Grande offered the testimony of a 
transportation consultant to the effect, generally, that the Wyer 
methods of updating have a surface plausibility, but do not provide 
the necessary basis for rational decision. Rio Grande's director 
of transportation research assailed numerous aspects of the 
Wyer report as updated, in particular applicants' failure to utilize 
current gross ton-mile data in computing traffic flows and costs, 
and the failure of applicants' savings estimates to fully reflect 
operating changes since 1960, such as improved transit time, 
limited consolidations of freight and passenger operations between 
particular points, and changes in traffic patterns. Also criticized 
were applicants' reliance upon savings based on a downgrading of 
certain through routes and labor costs based on agreements 
reached with only two labor groups. 

Certain prepared statements of witnesses for Rio Grande and 
Union Pacific, offered in evidence, were rejected bythe examiner 
as going beyond the limited scope of the further hearings. Rio 
Grande' s statements dealt with such matters as the impact of the 
proposed unification upon competitive rail service in the northern 
tier States, and the effect upon Rio Grande of inclusion in the 
unification of the Burlington. Union Pacific's statementpertained 
to an updating of the adverse effect upon Union Pacific from the 
proposed unification. We agree that these statements were in
admissible on the ground cited, and that they were properly 
rejected. 

Briefs were filed9 following further hearing, and we have heard 
the parties again in oral argument. For the most part, the post
tions taken by the various parties on brief or in oral argument 
with respect to major issues have not changed materially from 
th~ positions previously taken. Since the prior report, however, 
and more particularly since applicants' acceptance of the Mil
wa:ikee and North Western conditions, the Public Utility Commis
sioner of Oregon and the Iowa State Commerce Commission, who 
had previously opposed the unification on behalf of those States, 

9 Briefs were filed by applicants, Justice, Minnesota, Washington, Rio Grande, 
Union Pacific, Soo, Milwaukee, North Western, Western Pacific, and a group 
(Tolan Group) of 231 western shippers. 
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have withdrawn their opposition, and North Dakota and .South 
Dakota, previously in opposition, now argue in support of a 
suitably-conditioned unification of applicant railroads. Also 
supporting applicants' proposal in its present posture, are 
Nebraska, Missouri, the Canadian Province of British Columbia, 
and various communities, shippers and other groups. Michigan, 
Wisconsin and the United States Department of Agriculture now 
have no objection to approval of a suitably-conditioned unification. 
Other than Rio Grande, none of the intervening railroads named 
in footnote 2 now oppose the unificication, and Milwaukee, North 
Western and Southern Pacific now support it. However, Union 
Pacific, Western Pacific and Soo, with the acceptance by appli
cants of the Milwaukee and North Western conditions, now seek 
the imposition of additional conditions to protect their respective 
interests, or, in the alternative, modilication in certain respc.:;~s 
of the Milwaukee and North Western conditions, as later discussed. 
Active support for the proposed transactions was voiced for a 
group of 231 shippers, located mostly in Washington and Oregon. 

Minnesota, Montana, Washington and Justice continue to oppose 
the proposed unification, as do the various communities and other 
interests described by the examiner, joined now by Rio Grande. 
Rio Grande had not participated in these proceedings prior .to the 
filing of applicants' petition for reconsideration. Fearful of 
possible adverse effects upon it from the several unifications 
and realignments of major western railroads now pending before 
the Commission, it is actively participating in these and other 
proceedings in an effort to protect its vital interests. Rio Grande 
did not present its evidence on major issues at the earlier hear
ings, a failure that is attributed, by its counsel, to "naivete." 
Rio Grande now regards the proposed unification as destructive of 
rail competition in the northern tier States and as a threat to the 
continued movement of traffic over the so-called central corridor 
routes, in which Rio Grande participates. A substantial portion 
of Rio Grande's traffic is overhead traffic in connection with which 
Burlington is the interchange carrier, and it is from the inclusion 
of the Burlington in the proposed unification that Rio Grande 
anticipates the greatest adverse effect. Rio Grande seeks denial 
of the applications, or, in the alternative, if the applications are 
nevertheless approved, that such approval be conditioned upon 
the divestiture and exclusion therefrom of the Burlington. 

Opposing parties reaffirmed their positions on brief and at 
oral argument. Montana stressed the fact that the principal 
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transcontinental route over which NuCo would move its traffic, 
GN's present route in Montana, avoids Montana's principalcities, 
and that after unification such cities as Great Falls, Miles City, 
Missoula, Butte and Helena, Mont., would find themselves located 
on NuCo' s secondary or alternate route. Washington assailed 
what it regards as the destructive effects of the proposed consoli
dations on rail competition in the Northwest, and with Minnesota, 
Auburn and Minneapolis, emphasized the serious adverse effect 
on these States and cities expected from these transactions by way 
of job loss and tax loss, and from other economic causes attribut
able to lessening of rail competition .. 

NPSC and Justice point out that the record herein, except on 
the issue of savings, remains virtually unchanged from that on 
which the prior report is predicated. Each enumerates what it 
regards as fatal deficiencies in applicants' evidence on savings, 
and each argues that no basis thus exists for findings or con
clusions different from those in the prior report. 

Justice also sees the agreements executed by applicants with 
Milwaukee and North Western as part of an arrangement or under
standing under which the latter carriers undertake to withdraw 
their opposition to the instant unification, and applicants, in turn, 
undertake not to contest the pending unification of the Milwaukee 
and North Western. Justice views such an arrangement as an 
objectionable attempt by these carriers to compromise their 
differences at the expense of the general public, and to effect a 
restructuring of railroad alignments in the West with no regard 
for the public interest and in derogation of our statutory authority. 
Our duty under section 5 is to examine the proposal to determine 
whether it is consistent with the public interest. The fact that 
C&NW and the Milwaukee withdrew their opposition following the 
agreement does not delete from the record nor detract from the 
significance of the evidence they presented in opposition to the 
Northern Lines proposal. It is that record, as amplified on limited 
further hearing, and not the agreement, which justifies the result 
reached after reevaluation. We have the power to require protec
tive conditions, whether agreed to or not, when the public interest 
demands. Accordingly, the fact that the parties may have reached 
an agreement in no way relieves us of our statutory duty. We ap
proach the case in that light without regard to alleged motivation 
of the parties. 

By letters dated August 25, 1967, and September 27, 1967, the 
United States Department of Justice requests, alternatively, (a) 
that the Commission receive in evidence or consider part of the 
record certain information contained in a magazine article 
published in July 1967 (Railway Age); or (b) reconsideration of 
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our orders of January 4, January 20, and February 20, 1967, pro
viding for a limited reopening of the record and denying petitions 
for discovery. Good cause has not been shown for granting these 
requests and they are denied. Cf. Interstate Commerce Commis
sion v. Jersey City, 322 U. S. 503, 514-519 (1944), and Pennsyl
vania R. Co.-Merger-New York Central R. Co., 327 I.C.C. 475, 
484. 

The Railway Labor Executive Association (RLEA) has partici
pated in these proceedings from their inception on behalf of rail
road employees and in opposition to applicants' proposal. At 
oral argument RLEA adverted to the attrition agreements executed 
by applicants with two employees' groups, 10 and acknowledged 
that similar agreements are in the process of being negotiated by 
applicants with unions representing nonoperating employees, and 
that pursuant to an understanding between these parties, negotia
tions between applicants and unions representing other operating 
employees' groups are being deferredpendingexecutionofprotec
tive agreements for nonoperating employees. RLEA emphasized 
that its position in opposition to the proposed unification has not 
changed. As summarized in the prior report, RLEA contends 
that there is no showing of public gain from the proposed unifica
tion, that the unification would in fact do positive injury to the 
public interest, and that the adverse effect thereof on applicants' 
employees, and through diversion of traffic on employees of other 
railroads, warrants denial of the applications. RLEA seeks, if 
these applications are approved, protective conditions to cover 
all employees, of all carriers, adversely affected by the unification. 

RECONSIDERATION 

The order of the Commission of January 4, 1967, reopened 
these proceedings not only for limited further hearing but also 
for reconsideration as to all matters. It was our purpose in 
reopening for reconsideration to reexamine each and every issue 
of substance and to weigh carefully every potential advantage 
and disadvantage that may reasonably be expected to result from 
the proposed unification. 

We believe that we have in the body of this report explained 
the basis for our later conclusions herein. Our task here is to 
determine whether under the statutory criteria enunciated in 
section 5, the proposed transaction will be consistent with the 
public interest. And, as this report will show, we are convinced 
on deliberate and searching reconsideration that the proposed 

IOThe Brotherhood of Railroad Trainmen (Trainmen) and the Brotherhood of 
Locomotive Engineers (Engineers). 
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unification, subject to appropriate conditions which we shall specify 
to protect competing railroads, employees and the generalpublic, 
will be consistent with the public interest and should be approved. 

RELEVANT STATUTORY CRITERIA 

The merger application under consideration herein is governed 
primarily by the provisions of section 5(2) of the Transportation 
Act of 1940, and the national transportation policy. Until 1920, 
the Federal antitrust laws, which were aimed at preserving 
free competition, constituted the "rule of trade" in the railroad 
industry. Northern ·Pac. R. Co. v. United States, 356 U.S. 1, 4 
(1958). 

The Transportation Act of 192·0, however, marked a substantial 
change in congressional policy in the matter of competition 
between railroads. Concerned with the inefficiency of the rail
roads and their precarious financial condition during and following 
World War I, and spurred by the demand for an integrated, 
efficient and coordinated railroad transportation system equal 
to the needs of our economy and defense, Congress enacted the 
Transportation Act of 1920. Its general purposes were to estab
lish a new federal railway policy, thereby assuring adequate 
transportation services largely through consolidations and merg
ers and other innovations designed to restore impaired railroad 
credit. Schwabacher v. United States, 334 U.S. 182 (1948). 

In furtherance of these purposes, the 1920 Act directed the 
Commission, among other things, to prepare and adopt a plan 
for the consolidation of the railway properties of the United 
States into a limited number of systems, thereby conferring upon 
the Commission jurisdiction over railroad mergers. Thus, 
Congress envisioned the nationwide consolidation of railway 
properties under a master plan. The Commission, however, 
was authorized to approve a voluntary merger or consolidation 
only if it was in harmony with and in furtherance of the master 
plan and upon a finding that the public interest would be promoted. 
Under the master plan, competition was to be preserved as 
fully as possible but Commission-approved mergers were ex
pressly immunized from the antitrust laws. 

The congressional policy enunciated in the Transportation 
Act of 1920 was to confirm the power of the Commission to 
authorize certain mergers in building an efficient national trans
portation system, although a particular merger might substan
tially reduce competition or create a monopoly. In thus fostering 

331 I.C.C. 

298-307 0 - 70 - 17 



UPRRIG-000439

246 INTERSTATE COMMERCE COMMISSION REPORTS 

and encouraging railroads merging into fewer systems, the 
Transportation Act of 1920 marked the beginning of a new era 
in the development of a federal policy with respect to railroad 
mergers in that it "reflected a realization by Congress that 
insistence upon the preservation of maximum competition among 
rail carriers was no longer essential to the public interest." 
Seaboard Air Line R. Co.-Merger-Atlantic Coast Line, 320 I.C.C. 
122 (1963), upheld in Florida East Coast Ry. Co. v. United 
States, 259 F. Supp. 993 (1966), affirmed per curiam, 386 U.S. 
544 (1967). 

As early as 1925, the Commission recognized the unfeasibility 
of working out a national plan of consolidation, and made a 
request upon Congress to be relieved of this responsibility. 
Subsequent requests led to the enactment of the Transportation 
Act of 1940 which embodies section 5 in its present form. The 
1940 Act-Congress' latest pronouncement on the subject of 
railroad consolidations-relieved the Commission of its duty 
to promulgate a master consolidation plan. Instead, it authorized 
the Commission to approve carrier-initiated, voluntary plans of 
merger or consolidation, subject to appropriate conditions, where 
consistent with the public interest. The Commission, however, is 
not restricted to the specific proposal presented for approval. 
It may determine what modifications or conditions are necessary 
to meet the public interest test, and in the imposition of such 
conditions or modifications, it is not limited to those proposed, 
favored, or agreed to by the applicants or by other parties to 
the proceeding. 

The Act of 1940 was intended by Congress not only to transfer 
the function of initiating consolidations from the Commission to 
the carriers, but also to eliminate certain practical obstacles 
which had previously precluded desirable cons-olidations. Its pur
pose was to facilitate mergers and consolidations when, subject 
to such terms, conditions and modifications as the Commission 
might prescribe, they would meet certain tests of public interest, 
justice and reasonableness. County of Marin v. United States, 
356 U.S. 412, 417-418 (1956); Schwabacher v. United States, supra, 
at 193; Maintenance Employees v. United States, 366 U.S. 169 
(1961) and the Seaboard-Coast Line case, page 129. But, as 
stated in our prior report, the public interest scale is at balance, 
weighted neither for nor against merger in a particular case. 
Solely by the evidence bearing upon public interest can the 
balance be tipped. 
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In determining whether a proposed transaction is consistent 
with the public interest, the Commission is required under 
section 5(2)(c) to give weight to the following considerations, 
among others: (1) the effect of the proposed transaction upon 
adequate transportation service to the public; (2) the effect upon 
the public of the inclusion, or failure to include, in the proposed 
transaction, other railroads in the territory involved; (3) the 
total fixed charges involved in the proposed transaction; and 
(4) the interest of the carrier employees affected. The merger 
terms must be just and reasonable as well to the railroads' 
stockholders. 

As judicially construed, the phrase ''consistent with the public 
interest" means compatible with, or not contradictory or hostile 
to the public interest. See In Re Chicago, R. I. & P. Ry. Co., 
168 F. (2d) 578 (1948); Pacific Power & Light Co. v. Federal 
Power Comm., 111 F. (2d) 1014, 1016 (9th Cir. 1940). As the 
Court stated in New York Central Securities Corp. v. United 
states. 287 U.S. 12, 25 (1932), the term ''public interest" is 
not a concept without ascertainable criteria but has a direct 
relation to the adequacy of our transportation system, to its 
essential conditions of economy and efficiency and to appropriate 
provision and best use of transportation facilities. We "must 
look for standards in passing on a voluntary merger only to the 
Interstate Commerce Act," which in "matters within its scope 
***is the supreme law of the land." Schwabacher v. United 
States, supra, at 198. Implicit in these standards or criteria 
is our responsibility to preserve a structurally adequate balance 
of transportation service. 

The effect of a proposed merger on both intramodal and 
intermoclal competition is a matter that we must consider in 
passing upon any proposed transaction under section 5(2 ). McLean 
Trucking Co. v. U. s .• supra, 321 U.S. 67. Under the McLean deci
sion, the Commission has a duty to consider the effect of the merg
er on competitors and on the general competitive situation in the 
industry in the light of the objectives of the national transporta
tion policy. 321 U.S. at 87. In the fulfillment of this respon
sibility, "the Commission must estimate the scope and appraise 
the effects of the curtailment of competition which will result 
from the proposed consolidation and consider them along with 
the advantages of improved service, safer operations, lower 
costs, et cetera, to determine whether the consolidation will 
assist in effectuating the overall transportation policy." 321 
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U.S. at 87. In reiterating the principles of McLean, the Supreme 
Court in Minneapolis & St. Louis R. Co. v. United States, 361 
U.S. 173 (1959), at 186, briefly stated that "our problem is one 
of accommodation of section 5(2) and the antitrust legislation." 
"There can be 'little doubt that the Commission is not to measure 
proposals for Lacquisition.§./ by the standards of the antitrust 
laws.'" 361 U.S. at 186. The McLean and Minneapolis decisions 
stand for the proposition that although a proposed consolidation 
or merger might otherwise violate the antitrust laws, the 
Commission is authorized to approve it as an appropriate means 
for effectuating the national transportation policy. The principles 
enunciated in McLean and Minneapolis, were reaffirmed recently 
by the decision in Florida East Coast Ry. Co. v. United States, 
supra. 

It is in the light of this background that we have estimated the 
scope and appraised the effects of the proposed merger, having 
in mind the purposes and objectives of the national transporta
tion policy, and appropriate competitive considerations. 

RELEVANT FINANCIAL DATA 

Great Northern, Northern Pacific, and Burlington have enjoyed 
a moderate degree of prosperity in recent years, and each 
railroad is currently in a relatively healthy financial condition. 
SP&S has enjoyed a similar position, but, as it is jointly owned 
by Great Northern and Northern Pacific, its success is dependent 
upon the success of its parent railroads. Pacific Coast is depend
ent entirely upon Great Northern. The financial position of those 
carriers is best portrayed in the series of appendixes attached 
to which reference is here made. Appendix A contains certain 
excerpts from the examiner's report concerning financial aspects 
and other matters not discussed in detail here. 

The general balance sheets giving effect to the proposed 
merger as of December 31, 1966, are shown in appendixes B 
through E. 

The excess of current assets over current liabilities as of 
December 31, 1966, produces a net working capital position for 
Great Northern, Northern Pacific and Burlington of $64. 7 million, 
$81. 7 million, and $22.6 million, respectively, or a combined 
total of $169.0 million before adjustments and elimination of 
intercompany balances. For the year 1966, the average monthly 
operating expense (less depreciation) of Great Northern, Northern 
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Pacific and Burlington was $15.9, $12.8 and $17.2 million, 
respectively. The net working capital of the three roads exceeded 
those expenses by $48.8, $68.9 and $5.4 million, respectively, 
and that was more than adequate to meet normal requirements. 
The pro forma balance sheet after giving effect to merger of 
NuCo and Burlington, including lease of SP&S, and after inter
company adjustments and eliminations, reflects net working 
capital, excess of current assets over current liabilities, of 
$154.6 million. After merger, the long-term debt of NuCo 
would be $824,769,598, or approximately 37.3 percent of the 

· $2,213.0 million net recorded book value of its total transportation 
properties. As of December 31, 1966, the pro forma share
holders' equity of $1,813.5 million would be approximately 1.7 
times the total debt structure of $1,034.3 million and thus a favor
able debt-equity ratio would be shown after the unification. 

Appendix F hereto reflects, as of December 31, 1966, a detailed 
tabulation of the long-term debt of eachofthe applicant railroads. 
It is noted that Pacific Coast had no long-term debt. 

Assumption of the obligations of the bonds and encumbrances 
by NuCo would. be, as indicated, evidenced by supplemental 
indentures (unexecuted copies of which are of record) executed 
and delivered in respect of the bonds and encumbrances of Great 
Northern and Northern Pacific, as soon as the Northern Lines 
merger transaction is effected, and in respect of bonds and 
encumbrances involving Burlington, as soon as the Burlington 
merger transaction is effected. Fixed charges to be assumed by 
NuCo will not exceed the total of such charges now accruing to 
each company individually. 

Income statements for the years 1958, 1959, 1960, and 1966 
for Great Northern, Northern Pacific, and Burlington, show the 
following: 

Railway Operating Earnings 
Year operating Net income ratios per share 

revenue 

Great Northern 

1958-------------- $251,671,504 $27,577,798 75.04 $4.32 
1959-------------- 254,559,530 26,558,273 77,15 4.35 
1960-------------- 246,024,650 20,723,214 78.87 3. 41 
1966-------------- 281,777,075 36,547,109 73,77 5 .9 4 

Northern Pacific 

1958-------------- 179,107,731 22,911,926 79,87 3.68 
1959-----------·-- 183,608,782 23,781,165 79. 74 3.97 
1960-------------- 174,915,492 18,547,194 84,54 3. 10 
1966 -------------- 210,189,700 30,673,591 80,26 5.08 
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Railway Operating Earnings 
Year operating Net income ratios per share 

revenue 

Burlington 

1958---------------· $258,027,700 $19,491,732 77,61 $11.41 
1959---------------- 263,072,883 17,696,143 78.99 10.36 
1960---·--·-·--··--- 251,135,890 12,493,138 8 1.21 7 ,3 1 
1966---------------- 289,622,347 23,810,592 78,59 13.9 4 

It should be noted that while Northern Pacific has enjoyed a 
moderate degree of prosperity and is in a relatively healthy 
financial condition, approximately 26 percent of its net income 
in 1958 was derived from nonoperating property with such in
come accounting for approximately 38 percent in 1959, 45 percent 
in 1960 and 29 percent in 1966. In addition, Burlington dividends 
amounting to $6,226,343 were received in each of the years 1958, 
1959, 1960, and 1966. 

The complete income statements for Great Northern, Northern 
Pacific, Burlington, Pacific Coast and SP&S for the years 1958, 
1959, 1960, and 1966 and income statements reflecting assumed 
operations for the year 1966 giving effect to the transactions in 
issue are shown in appendix G. The combined income statement 
for NuCo for the year 1966, before giving effect to anticipated 
savings to be realized through unification, reflects railway 
operating revenues of $822. 8 million with concurrent net income 
of $94. 9 million. 

Appendix H hereto, is a schedule showing earnings per share 
of common stock, dividends declared per share, and the amount 
of dividends declared for Great Northern, Northern Pacific and 
Burlington for the years 1951 to 1966. Earnings per share of 
Great Northern have ranged from a high of $6.01 per share in 
1965 to a low of $3.07 in 1961; dividends declared per share 
ranged from $2 in 1951 to $2.63 in 1956 and $3 per share 
from 1957 to 1966. Earnings per share of Northern Pacific have 
ranged from a low of $2.41 in 1954 to a high of $5.08 in 1966; 
dividends declared per share ranged from $1.25 in 1951 to $2.60 
per share in 1966. Burlington earnings per share ranged from a 
high of $16.39 in 1952 to a low of $7.31 in 1960; dividends 
declared of $7 per share in 1951 have remained steady at 
$7. 50 from 1952 to 1966. 

While New Company proposes to assume the existing obligations 
of Great Northern, Northern Pacific, Burlington. and SP&S, 
(Pacific Coast has none) the increase in fixed charges to NuCo 
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will not be inconsistent with the public interest. There will be 
no actual increase in the aggregate fixed charges of the applicant 
railroads, but merely, in effect, a transference of their obligations 
to NuCo. There is no guaranty or assumption of payment of 
dividends provided for in the plan of unification. The liability 
for applicant railroads' fixed charges which New Company pro
poses to assume is justified by the anticipated increased earning 
power of the unified company, the economies to be effected 
from unification, and by reason of the fact that the properties 
and property rights of applicant railroads will become the property 
of New Company. Because of those considerations and in view 
of the relatively stable financial condition of each of the appli
cants, the increase in fixed charges will not jeopardize the rights 
of security holders of the unified company or in any manner 
impose an undue financial burden on NuCo. 

General balance sheet statements for Burlington Truck Lines, 
Inc. {BTL), Northern Pacific Transport Co. {NP Transport) and 
Superior Transfer Company (STC) as of December 31, 1966, are 
shown in appendix I. The income statements of BTL for the 
years 1959, 1960, and 1966 show total operating revenues of 
$15,873,191, $16,220,062, and $15,452,261 respectively, with con
current net income of $814,587, $279,666, and a deficit in net 
income of $695,651, respectively. 

Income statements of NP Transport for the years 1959, 1960, 
and 1966 show total operating revenues of $3,482,768, $3,768,860, 
and $5,607,933, respectively, with concurrent net income of 
$111,487, $9,593, and $451,316, respectively. 

Income statements for STC for the years 1960, 1961, and 1966 
show total operating revenues of $120,345, $95,843, and $233,539 
respectively, with concurrent net income of $10,396, and deficits 
in net income of $4,062 and $1,385, respectively . 

. THE PROPOSALS 

The major proposals for unification of the operations and 
properties of applicants contemplate in successive steps: {1) 

merger of Great Northern, Northern Pacific and Pacific Coast 
into NuCo; (2) merger of Burlington into NuCo; and (3) lease by 
NuCo of the properties of SP&S for 10 years. All of the capital 
stock and bonds of SP&S are owned in equal amounts by Great 
Northern and Northern Pacific and, upon consummation of the 
unification will be owned by NuCo. 
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The related proposals contemplate (1) acquisition by NuCo of 
sole or joint control, as the case may be, of carriers affiliated 
with or subsidiary to (a) Great Northern and Northern Pacific 
at the time of the Northern Lines merger, and (b) Burlington 
at the time of the Burlington merger; (2) acquisition by NuCo of 
leasehold rights in respect of all trackage rights over, and all 
joint ownership in and joint use of, any railroad line or lines 
and terminals incident thereto possessed by the merging carriers 
at the time of the merger dates, and by SP&S at date of consum
mation and for the term of the SP&S lease; (3) issuance of 
securities and assumption of obligations and liabilities of the 
merging carriers and SP&S in respect of securities in carrying 
out the provisions of the respective merger and lease agree
ments, and modification of an existing collateral trust indenture 
(of Northern Pacific); (4) construction of those extensions (con
nections), as described in appendix J, upon completion of which 
some segments of the present lines would no longer be needed; 
and (5) abandonment of those segments, as described in appendix 
K. Requests for authority to extend and abandon are contingent 
upon our approval of the unification of the described properties, 
and authority to abandon the described segments is contingent 
in each instance upon completion of the particular construction 
segment to which it is related. Findings of fact and conclusions 
thereon reached by the examiner and set forth in appendix A are 
adopted as our own. 

The two mergers are advanced rather than a single merger 
to permit the direct pledge of a $70 million principal amount of 
Burlington first and refunding series 2010 4-percent bonds under 
the new consolidated mortgage which NuCo would create upon 
consummation of the Northern Lines merger. It would thus per
mit utilization of bonds secured by a first lien on Burlington 
property and now issuable under the Burlington first and refunding 
mortgage to strengthen directly and materially the new consolidated 
mortgage which would be in the NuCo's future general refunding 
and financing medium. Following unification the consolidated 
mortgage also would be a lien on substantially all railroad 
properties theretofore owned by the merging carriers. 

The details of the above-related proposals for unification of 
the applicants are shown in appendix A. 

Stock ownership by applicants in various subsidiaries and 
other companies will be acquired by NuCo as part of the unifica
tion. Such securities include the shares of stock of SP&S (now 
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owned by Great Northern and Northern Pacific) c&s11 (now 
owned by Burlington), Minneapolis, Anoka & Cuyuna Range Rail
road Co. (now owned by Great Northern), Walla Walla Valley 
Railroad Co. (now owned by Northern Pacific); and the shares 
of stock of three motor carriers, BTL, NP Transport, and STC, 
now wholly owned by Burlington, Northern Pacific and Great 
Northern, respectively. The measure of control or ownership 
exercised by applicants over these and other carriers subject 
to the act was described in detail in the examiner's report. 

STOCK EXCHANGE RATIO 

Holders of Northern Pacific stock at the date of merger will 
receive under unification, common stock in NuCo on a share
for-share basis. Holders of Great Northern stock will receive 
common stock in NuCo on a share-for-share basis plus one-half 
share of the $10 par value preferred stock in NuCo for each 
share of common stock heldatthedateof merger. The Burlington 
stock owned by Great Northern and Northern Pacific, totaling 
97.18 percent of the total outstanding Burlington stock, will be 
canceled but the minority stockholders of Burlington will receive 
3.25 shares of common stock in NuCo in exchange for each 
share of their Burlington stock. 

Unification will involve no increase in outstanding debt and 
no increase in total fixed charges to the applicant railroads. 
NuCo will assume all contracts, mortgages, deeds of trust and 
indentures made by Northern Pacific, Great. Northern, Burlington 
and Pacific Coast or their predecessors, and all debts, liabili
ties and duties of those corporations will attach to NuCo. The 
publicly-held funded debt will be reduced by $17,367,000, the 
principal amount of Northern Pacific refunding and improvement 
mortgage bonds which will be redeemed. Certain bonds, described 
in the application, will be issued by Burlington and by NuCo in 
connection with the unification. Such Burlington bonds will be 
pledged by NuCo under the proposed new consolidated mortgage 
and the consolidated mortgage bonds will be pledged under the 
Northern Pacific collateral trust indenture in order to secure 
the release from pledge of an equivalent amount of Northern 
Pacific refunding and improvement mortgage bonds. The Northern 
Pacific refunding and improvement mortgage bonds, when so 
released from the pledge will be canceled and retired. 

11
C&S, in turn, owns all the outstanding shares in FW&D. 
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After completion of unification, no bonds under any of the now 
existing mortgages of applicants can be issued for sale to the 
public. It is contemplated that the future financing medium, for 
refunding purposes or for acquiring new capital, will be the 
consolidated mortgage of NuCo. 

The stock exchange terms agreed upon by applicants provide 
for NuCo to issue specified shares of its preferred and common 
stock as required by the terms of the Northern Lines merger 
agreement and the Burlington merger agreement, and such 
additional shares as may be required under stock options of 
Great Northern and Northern Pacific outstanding at the effective 
date of the Northern Lines merger. 

Under the agreed rate of conversion, the following schedule 
sets forth the number of shares of Great Northern, Northern 
Pacific and Burlington publicly held on December 31, 1966 
(excluding a few shares reserved for conversion of fractional 
scrip outstanding), the exchange ratios applicable to each group, 
and the number of shares of NuCo's common and preferred 
stock required to satisfy the terms of the merger agreements: 

Outstanding shares 
To be exchanged for 

publicly held as of Exchange ratio NuCo shares 
December 3 1, 1966 

Preferred Common Preferred Common 

Great Northern - - - - 6,152,652 1/2 share 1 share 3,076,326 6, 152,652 
Northern Pacific - - 6,037,836 --------- 1 share --------- 6,037,836 
Burlington - - - - - - - 48,033 --------- 3 1/4 shares --------- 156,107 

Total--------- 12,238,521 --------- ---------- 3,076,326 12,346,595 

The shares outstanding of SP&S would remain undisturbed. All 
other outstanding stock of applicants would be canceled. 

The above schedule does not reflect the stock requirements 
of the Northern Lines' stock option plans. The applicants request 
authority under section 20a to issue additional shares of common 
and preferred stock as may be required upon exercise, subsequent 
to merger, of options issued under the restricted stock option 
plans of the Northern Lines and outstanding as at the time of 
merger. As of December 31, 1966, 80,698 shares of common 
stock and 14,226 shares of preferred stock would be needed in 
reserve for that purpose. The maximum number of shares 
required as of December 31, 1966, is as follows: 
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To be issued Reserved Maximum 

Common stock------------------ 12,346,595 80,698 12,427,293 
Preferred stock----------------- 3,076,326 14,226 3,090,552 

Throughout the exploratory discussions, it was recognized 
that difficulty in arriving at fair and equitable terms to the 
agreements would arise in connection with Northern Pacific's 
natural resources properties. The Northern Lines, aside from 
their consolidation committees which employed Wyer, whose 
report related to the operating value of the companies to be merged 
and controlled, each employed independent financial advisors 
and appraisers to evaluate the properties. These evaluations 
are summarized in appendix I. These reports indicate that 
as of September 1, 1959, the fair value of the Northern Pacific 
oil and gas properties was $46,845,435, on the basis of sale; 
that the value of the timber resources, exclusive of graz
ing and cultivation lands, was $45,114,000, and the estimated 
value of such lands $4,540,000; that, as of January 1, 1958, 
the going concern net worth of the oil and gas properties was 
$59,425,137, substantially in excess of what they would sell 
for; and that the value of the timber resources was $62,187,919, 
with a potential value of $79,668,352 on the basis of maximum 
recovery on a sustained yield basis. Northern Pacific then 
estimated value of its iron ore, taconite, coal, and other minerals, 
and its grazing and cultivation lands, to be approximately 
$48,700,000, and, together with ·1eased industrial lands and 
buildings and unleased industrial lands and buildings, to be 
approximately $81,405,000, which, coupled with the estimated 
value of the other natural-resources properties approximated 
$170 million. That figure was considered by Northern Pacific 
to be much in excess of what the properties would sell for, and, 
they noted that if sold, a substantial part of the proceeds would 
be taxable as capital gains. 

The First Boston Corporation, financial advisor to Great 
Northern, reported that after excluding income from land opera
tions and considering only earnings from railroad operations 
and common sources (e.g., Burlington and SP&S), Great Northern 
contributed 66 percent and Northern Pacific contributed 34 per
cent of the combined earning power in the 5 years 1952-1956, 
whereas Morgan Stanley and Co., financial advisor to Northern 
Pacific, arrived at a 60-40 ratio. In addition to its studies of 
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the railroad properties and investments, Morgan Stanley, after \ 
considering the reports of the oil, gas, and timber consultants, 
and using various methods of valuation, arrived at a judgment 
value to NuCo of $115 to $125 million for Northern Pacific's 
nonrail properties, including industrial, and advised that unless 
a share-for-share exchange could be arranged, merger would 
not be advantageous to Northern Pacific's stockholders. It was · 
later agreed, however, that Northern Pacific's industrial proper
ties should be included as railroad properties since similar 
Great Northern properties are so considered. 

Consideration was given to issuance of two classes (rail and 
resources) of stock, and spin-off of the natural resources 
properties prior to consolidation, before it was concluded that 
all Northern Pacific properties would have to be included in 
any agreement. 

At the railroads' request, the financial advisors held numerous 
conferences in order to seek agreement on figures each could 
recommend to its principal as a basis for further negotiation. 
The Northern Pacific interests ultimately concluded that some 
concessions were justified in view of the estimated increase 
in net income and other anticipated benefits, and undertook to 
work out an exchange ratio giving immediate recognition to the 
somewhat greater earning power, larger dividend payments and 
historically higher market price of Great Northern stock while 
preserving for Northern Pacific stockholders on a long-term 
basis approximately equal participation in the earnings of the 
combined enterprise. 

Finally, on June 2, 1960, the Northern Lines' presidents 
agreed to recommend the ultimate basis of exchange, considered 
fair and equitable by both financial advisors, and on July 13 it 
was unanimously recommended to the respective boards of 
directors by the consolidation committees. The boards approved 
the terms and authorized execution ·of a preliminary agreement, 
leaving certain questions to be resolved, notably the manner 
of Burlington's inclusion because of certain lien provisions in 
the principal Great Northern and Northern Pacific mortgages. 
We recognize that ultimate determination of a fair and equitable 
exchange ratio is a matter of judgment based on a consideration 
of many factors. Here, those factors included realistic appraisal 
of the terms necessary to bring about acceptance by both sets of 
stockholders. On the basis of past earnings experience, the 
merger terms slightly favor Northern Pacific stockholders 
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while preserving to Great Northern stockholders the higher 
dividends justified by the most recent record differences in 
per share earnings. Stockholder voting on the proposals (1961) 
was as follows: 

For Against 

Shares Percent Shares Percent 

Great Northern - - - - - - - - - - - - - - - - 4,929,931 81.03 10,491 0.17 
Northern Pacific -------------- 4,422,640 73.8 1 397,949 6.64 
Burlington ------------------- 1,700,403 99.9 310 0.02 

The stock exchange ratios are seriously questioned only by 
Minnesota and NPSC, the latter representing about 3 percent of 
Northern Pacific's stockholders and about 5 percent of its out
standing shares. Its differences are engendered by the treatment 
given Northern Pacific's natural resources properties, while 
Minnesota's are derived from its belief that Great Northern 
and Northern Pacific stockholders would surrender equity in 
Burlington stock owned by those roads to the sole advantage of 
Burlington minority stockholders. Minnesota's argument over
looks the fact that the treatment provided in the Burlington 
merger agreement for conversion into NuCo stock of approxi
mately 3 percent of Burlington stock publicly held was jointly 
recommended by the financial advisors of Great Northern and 
Northern Pacific, and was discussed with and approved by the 
principal holders of Burlington stock and the boards of directors 
of Great Northern, Northern Pacific and Burlington as fair and 
equitable. The public holdings of NuCo' s stock by former public 
holders of Burlington stock will represent 0. 004 percent of the 
total shares of common stock issued by NuCo, and increasing 
or decreasing the Burlington exchange ratio would be of little 
consequence in the whole capital structure. Moreover, there is 
no probative evidence that this exchange would adversely affect 
applicants. 

NPSC throughout these proceedings has taken the position 
that this transaction in the aggregate involves much more than 
a mere railroad merger, characterizing it as unique because of 
the vast natural resources properties held by Northern Pacific, 
although its objections to the proposal would be eliminated if 
we would condition our order to require spin-off of those proper
ties in the manner it suggests. 
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NPSC notes that Northern Pacific did not furnish its stock
holders with copies of the various appraisals of its natural 
resources properties for their consideration in deciding whether 
merger, and the terms thereof, were in their best interest. 
In addition, NPSC charges that unreasonable valuations were used 
to its detriment in establishing the exchange ratios for replacing 
Northern Pacific and Great Northern stock with that of Nu Co. 
The utilization of earnings of the two companies as the ultimate 
basis for determining the exchange ratios, in lieu of a definitive 
valuation for the railroad properties of each company and, in 
the case of Northern Pacific for the nonrail properties, is 
deemed by NPSC to have gravely underrated the contribution 
of Northern Pacific to the transaction. NPSC calls attention 
to its proposal that the nonrail properties of Northern Pacific 
be sold separately to a land company to be organized by its 
stockholders prior to consummation of the merger of the rail 
properties which was rejected by the hearing examiner in the 
earlier proceedings as unfair to stockholders. Suggested pur
chase price figures varied from $112 million to $117 million, 
although members of NPSC advanced values varying from $96 
million to $295 million. It is clear their concern was in retain
ing present exclusive ownership of eqUity in the natural resources 
properties. 

Under that proposal, the present Northern Pacific stockholders 
would participate only to the extent they are able and willing to 
pay about $20 per share, all stock not so subscribed to be sold to 
the public through underwriters. The proposal contemplates that 
all expenses of carrying out the plan, which apparently would 
include underwriters' commissions and expenses would be borne 
by Northern Pacific. 

While agreeing that the current worth of each shareholder's 
contribution to NuCo is the proper basis for establishing an ex
change ratio in rail merger proceedings, NPSC insists that in this 
instance earnings are not the proper basis for measuring the 
contribution in relation to the natural resources properties, but 
rather that the market value thereof should be the determinant 
factor. However, if earnings aretobethebasis for the evaluation, 
then it contends that it is necessary to employ a very high price
earnings ratio to take into account the potential earnings of the 
property not currently productive of income. Despite the acknow
ledged difficulty of arriving at definite evaluations, and it offers 
none, NPSC urges that such specific findings are necessary before 
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the transaction can be approved. Finally, it urges that applicants 
have failed to carry the burden of proof in establishing the fairness 
of the merger terms, and that the uniqueness of the proposed 
transaction involving natural resources issue requires our most 
careful consideration. 

Applicants agree that the treatment to be accorded the natural 
resources properties presented difficulty in the negotiations, 
pointing out that consideration was given to a number of methods 
of segregating the rail and nonrail properties prior to the adoption 
of earnings of the two companies as the primary basis for the 
exchange ratios. Applicants deny, however, that there was any 
"calculated suppression" of the appraisals of the natural re
sources or that the failure to furnish them to stockholders before 
the latter voted on the proposal was deceptive. In view of the 
differences in the various appraisals and the fact that the exchange 
ratios were determined primarily on the basis of earnings rather 
than on property values, the withholding of the information pur
portedly was to avoid confusing the shareholders. Applicants 
emphasize that the Northern Pacific proxy statement, which was 
accepted by the Securities and Exchange Commission for filing 
under. its proxy solicitation rules, contained the information on 
the production and earnings of the natural resources upon which 
the final agreement was rested. 

In respect of the allegation of unjustness and unreasonableness 
in the use of earnings rather than market value to account for the 
contribution of Northern Pacific's natural resources properties to 
NuCo, applicants point out that even NPSC is unable to come for
ward with any definitive valuations, and that the NPSC interest is 
not in obtaining a better exchange ratio but to insure the sale of 
the natural resources properties to a land company to be formed 
by it as a condition to approval. Applicants further question the 
proposed purchase price of $112 million to $117 million in view of 
one NPSC member's valuation, based upon an earnings projection, 
of $295 million. NPSC' s contentions relative to the suggested con
dition and the propriety of the exchange ratios are, as regards the 
former without merit and unfair to Northern Pacific stockholders, 
and as to the latter contrary to the record, which shows that the 
full potential value of the natural resources properties was fully 
reflected in the shares alloted to the Northern Pacific stockholders. 

NPSC's suggested alternative to a revised exchange ratio (segre
gation and sale of such properties to a new land company prior to 
merger) appears to us to be no real answer, involving, as it does, 
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a requirement that, in effect, all Northern Pacific stockholders 
repurchase interests in property they already own, with those 
failing to do so frozen out of future benefits therefrom. All present 
stockholders, whether or not they participate in the land company, 
would be sharing in its expenses since they would continue as 
stockholders in Northern Pacific railroad property. Fundamen
tally, NPSC argues that Northern Pacific management, allegedly 
motivated by an overriding desire for merger of the railroad 
properties, was derelict in withholding from stockholders gen
erally, prior to their voting on the transaction, appraisal data 
obtained from outside experts. We are not persuaded that this 
contention has merit. In any event the stockholders received the 
necessary essential information; there is no basis for the belief 
that the ultimate vote would have been substantially different 
under other circumstances. 

The issue here is whether the exchange ratios are just and 
reasonable, and limited thereto, we find the record both adequate 
and affirmative, in that they meet the necessary and required 
tests: (1) that they are the results of arms' length bargaining, and 
(2) that they fairly reflect the contributions of each group of 
stockholders to the combined system. Cf. Erie R. co. Merger, 
312 I.C.C. 185, and Louisville & N. R. Co. Merger, 295 I.C.C. 457. 

BENEFITS OF MERGER 

To applicants.-Applicants are faced with growing intermodal 
competition. Tied to their steel rails and dependent upon private 
capital for funds, applicants are losing a steadily increasing share 
of the transportation market going to competitors. Construction 
of new superhighways and pipelines and improvements in water
ways presage a competitive future even more intense than the 
present. Financially, applicants have enjoyed a moderate degree 
of success, but increasing competition and an inability to prevent 
traffic erosion make it necessary that applicants take measures 
now to assure continued success in the future. Applicants here 
have selected as the remedy the development, through merger 
and lease, of a more efficient transportation plant capable of 
meeting competition as well as providing equal, and in many 
respects, improved service to the public. 

Substantial dollar savings plus an improved earnings potential 
constitute tangible benefits which will accrue to applicants by 
merger. It was pointed out in the prior report that because of 
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rapidly changing conditions in transportation, comparisons between 
railroad earnings in recent years and those in past decades must 
be drawn with care. Nonetheless, such comparisons do tend to 
place applicants' financial position in proper perspective. For 
instance, the combined average net railway operating income of 
the Northern Lines (with SP&S), before Federal income truces, 
during the 5-year period 1951-1955, was $74 million, and ranged 
from a low of $58.2 million (1954) to a high of $82.8 million (1955). 
During the 5-year period 1956-1960 the combined average was $59 
million, ranging froin a high of $73. 7 million (1956) to a low of 
$40.4 million (1960). For the 5-year period 1961-1965 the range 
was from $33.7 million (1961) to $65.9 million (1965), and the 
average was $48 million. The net railway operating income, before 
Federal income taxes, of Burlington during this 15-year period 
followed a similar pattern. The combined average, for all of the 
applicants, fell from $121.6 million during 1951-1955 to $86.9 
million during 1956-1960, and to $73.9 million during 1961-1965. 

The average rate of return for applicants during the IS-year 
period above referred to ranged from a high of 3. 73 percent in 
1955 to a low of 2 percent in 1961. Even in 1965 and 1966 when 
the average rate of return of class I railroads was 3. 69 and 3. 9 
percent, and that of other industries much higher, applicants' 
average was 3.33 and 3. 7 percent-less than the yield on nonrisk 
Government bonds. Upon merger, the relatively low rate of return 
will be enhanced. Low rates of return, if continued, may well pose 
serious obstacles in attracting necessary investment capital, and 
affect reinvestment decisions by the rails as well. 

The savings benefits to be derived from the unification by appli
cants are estimated in the Wyer report as shown in the table, 
supra, page 9. The various studies making up the Wyer report, 
discussed in detail at pages 106 through 142 of the_ examiner's 
report, touch upon every phase of applicants' operations and those 
expected to be performed by NuCo. In the prior report only two 
major adjustments were made in the applicants' estimates: 
(1) a downward revision in the cost to applicants of the con
ditions deemed necessary to protect the Milwaukee and North 
Western, and (2) a one-third reduction in the savings attribu
table to coordination and consolidation of facilities at com
mon points (study I). The latter was based on the belief that 
certain coordinations between GN and NP would voluntarily be 
effected once it was established that the merger would not be per
mitted. Consequently we reduced the applicants' study I estimate 
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by some $5.2 million. But many of the coordinations, though 
physically feasible, would produce grossly unequal benefits to GN 
and NP as separate carriers. Further, as concluded in the prior 
report, competition between the Northern Lines renders it diffi
cult if not impossible, as a practical matter, to incur the expense 
involved in effecting such coordinations. Interpreting the record 
on this point is largely a matter of judgement; and, on recon
sideration, we find ourselves in agreement with the applicants that 
the reduction is not warranted. In our consideration herein, the 
$5.2 million will be restored to the savings accepted as achievable 
through merger. 

With the two exceptions just noted, it was found in the prior 

report that the Wyer study constituted a reasonable estimate of 
savings achievable by merger, including the basic estimates of 
savings realizable from job abolishments. Based upon a study of 
considerable depth and detail, the examiner found, as of July 1, 
1960, a savings of $32,676,759 in compensation could be gained by 
job abolishments upon merger. Having determined, in 1967, to 
reconsider these proceedings, and aware that developments since 
the original study could affect that estimate, we set the limited 
further hearing for updating that data. Updated, it is now estimated 
by applicants that $36,350,000 in labor savings could be attained. 
As previously stated, the methods used by applicants in such up
dating were assailed by opposing parties. For instance, the 
transportation consultant of Rio Grande challenged the use of a 
constant ratio equivalent to the percentage decline in overall 
employment on the grounds it fails to reflect efficiencies achieved 
or achievable since 1960, or new techniques employed and that a 
fixed number of employees, an irreducible minimum, are needed 
to perform certain functions. It was recognized, nonetheless, by 
Rio Grande that the method used was dictated by time limitations 
imposed, and that the results reached "may, of course, turn out 
to have been correct* * *." 

On the whole, we are convinced that the updated estimates are 
a reasonably accurate portrayal of the savings attributable to the 
proposed unification. While not in the precise detail as the data 
underlying the 1960 estimate ot' $32.6 million in labor savings, 
the constant ratio formula is reasonably related thereto. Nothing 
adduced at further hearing nor argued by protestants convinces 
us that the updated estimates are not useful as reasonable guides 
of achievable labor savings on which a rational decision on re
consideration can be based. Such savings plainly illustrate that 
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substantial economic benefits to applicants would flow from the 
unification. 

The improved financial posture mentioned above will enable 
applicants to become stronger and more stable, and thus be better 
equipped to meet the growing competition now being felt. More
over, consolidation of facilities, elimination of wasteful duplica
tion, improved routing, better car fleet utilization, and avoidance 
of time-consuming interchanges among applicants will result in a 
more efficient railroad. Such achievements clearly are consistent 
with the public interest. 

We have given careful consideration to the following contentions 
of Justice: 

(1) that the Commission (and its hearing officer) erred in accepting at the 
limited further hearing the evidence of Wyer that the systemwide reduction on 
various employee classifications would be fairly applicable to those categories 
of employees at the geographical points where Wyer estimated that labor· 
savings would be achieved; 

(2) that the Commission erred in denying requests by Justice for discovery 
and/or to broaden the further hearing to develop by spot studies the effect of 
intervening changes upon labor savings estimated as of 1960; and 

(3) that it was prejudiced by the Commission's failure to act upon some of its 
requests for discovery and/or broadened hearing before forcing it to go to 
hearing on the basis of what information it could otherwise develop. 

We are well aware that the technological and operational im
provements on the Nation's railroads have brought about a re
duction in the number of railroad employees and a redistribution 
in the consist of the rail labor force. This has been true in 
varying degrees throughout the railroad industry. We realize 
these processes do not stop simply because a transaction has been 
proposed under section 5(2)(d) or mark time while we and the 
courts take evidence -and consider the views of all of those who 
are concerned with the structuring of the Nation's railroad system. 
Because of the complexities of rail mergers and the demands of 
due process, administrative consideration of these cases consumes 
substantial periods of time. But there comes a point at which we 
must honor our concomitant obligation to complete our proceedings 
upon a rail merger application within a reasonable time. Most 
crucial, as the courts have recognized repeatedly, is the point at 
which we are confronted with petitions for reopening and rehearing 
in proceedings which already have been pending, sometimes for 
years-with potential judicial review waiting beyond. See Inter
state Commerce Commission v. Jersey City, 322 U.S. 503, 514 
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(1944); and cf. Florida East Coast Ry. Co. v. United States, 242 
F. Supp. 14, reversed per curiam sub nom. Seaboard Air Line Co. 
v. United States, 382 U.S. 154 (1965); Florida East Coast Ry. co. v. 
United States, 259 F. Supp. 993 (1966), affirmed per curiam, 386 
U.S. 544; the Seaboard-Atlantic Coast Line merger application was 
filed with the Commission on July 22, 1960, and the administrative 
and judicial review proceedings were completed on April 19, 1967. 

It is in this context that we have considered the Department's 
contentions. As· we have recognized above, the level and consist 
of employment on the Nation's railroads are changing constantly. 
We assume that the length of the proceedings on any significant 
rail merger application means that by their completion it can be 
shown that the estimated savings at some points or in some opera
tions have been overtaken or outdated by technological change. 
Similarly, we recognize that our permissive order approving a 
merger does not require that it be effectuated in terms of every 
savings-producing change visualized by a management consultant. 
Rather, we recognize that with the passage of time, when an ap
proved merger finally is consummated, it will realize savings 
which were not anticipated, while other anticipated savings are 
not achieved. Thus, in the present proceeding, we are convinced 
that labor cost savings, in the approximate magnitude discussed 
elsewhere in the report, will occur. Moreover, in our judgment 
the likelihood that the Department would have been able to show 
otherwise through the discovery or further hearing procedures 
which it sought, was not sufficiently great to justify any additional 
time and expense in this already prolonged proceeding. 

As is implied above the exact amount of merger savings cannot 
be precisely determined under any circumstances. Here, we are 
convinced that they would be substantial and of sufficient amount 
to justify the merger, both in terms of enabling the merged com
pany to improve its service to the public and of providing a return 
on investment more nearly commensurate with the investment re
quirements of a viable and progressive transportation system. 

To shippers .-Many of the operational changes that benefit appli
cants and make possible the savings, would inure to the benefit of 
shippers as well. Foremost are the consolidation of applicants' 
corporate and departmental structures, consolidation of facilities 
at 39 common points (especially at Twin Cities, Head-of-Lakes, 
Seattle, Spokane, and Portland-Vancouver), consolidation of repair 
facilities, elimination of interchange delays and duplicate train 
services, the use of new classification yards, the grouping of cars 
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for block trains, the combined purchase of materials and supplies, 
and the use of the shortest or most efficient routes. Thus, appli
cants' ability to operate more efficiently and at lower cost should 
be reflected in the service and rates afforded shippers and re
ceivers. Shippers will benefit directly, of course, from faster 
and more dependable single-line service, extremely important 
here in view of the long distances involved and the nature of the 
products of the Northwest. Shippers will further benefit from 
improved car supply, wider routing with more liberal transit 
privileges, partial loading and unloading privileges, and recon
signment and diversion privileges, increased capital for im
provement and modernization, and improved tracing and claim 
service. Overall lower-cost transportation will also redound to 
the benefit of those shippers disadvantaged due to location and 
low-rated commodities. 

These transactions will produce faster trains. Applicants' 
most expedited high-volume heavy-power service from Seattle 
to Chicago is now scheduled at 94.5 and 97.25 hours. Under 
unification these would be replaced, respectively by 82.5 and 84-
hour service. 

A concrete illustration of the benefits of such faster schedules 
is that they would allow the fruit and other agricultural products 
of the Yakima Valley to reach Chicago about 12 hours, and Kansas 
City about 24 hours earlier, while Wenatchee (Wash.) fruit would 
arrive at Chicago more than 9 hours earlier. Great Northern 
traffic from Spokane and west thereof through Laurel would be 
advanced 24 hours in moving via Northern Pacific's short line, 
and other faster schedules would generally improve deliveries at 
Chicago by about another 24 hours by avoiding municipal switch
ing and spotting prohibitions: westbound schedules would also be 
expedited, although not as drastically, the greatest reduction being 
about 10 hours. 

Internal rerouting by applicants would be over the shortest or 
most economical routes available: NP between Minneapolis and 
Casselton, and between Sandpoint and Spokane; GNbetween Cassel
ton and Sandpoint, and between Spokane and Seattle; and SP&S be
tween Spokane and Portland. The need would decrease for switch
engine service and operating personnel on the lines from which 
traffic is taken. Construction of new yard facilities at Seattle, 
Spokane, and Minneapolis, together with increased use of existing 
retarder yard facilities at Minot, N. Dak., and Pasco, Wash., would 
make it possible to route increased traffic over the "'preferred" 
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transcontinental route with little increase in operating forces at 
intermediate points, and would permit decreased forces at such 
points as Whitefish, Mont., and Wishram, Wash. The benefits of 
the faster transcontinental services over the ''primary" trans
continental route would not be· confined to the transcontinental 
traffic and the shippers and receivers thereof. They would also 
accrue to shippers and receivers at intermediate points thereon 
and at points on the so-called "secondary" lines. This is true 
because transcontinental freights are usually full-tonnage trains, 
and now offer limited service to shippers and receivers at inter
mediate stations; whereas, following unification, new freight 
schedules would be introduced to better meet the needs of interme
diate points, and local trains adjusted to conform thereto, with less 
congestion and delay. 

Thus, intermediate points on the alternate line in North Dakota 
and Montana now served by NP train No. 605 would be served by a 
newly scheduled train, No. 603 from Minneapolis, with reduced 
transit times to Jamestown, Mandan, Dickinson, Glendive, and 
Forsyth. Similar beneficial results would flow to points such as 
Forsyth from Chicago. Billings, now served by backhaul from 
Laurel in late-second-day delivery, would receive direct, next
morning service from Minneapolis. The Milwaukee's service at 
Billings as a result of the protective conditions would, of course, 
further enhance the Billings situation. 

Eastbound, Laurel-Chicago time would be reduced by more than 
3 hours as a result of Twin Cities terminal improvements, and 
service from Laurel to the Twin Cities would be vastly improved 
at the intermediate stations of Glendive, Dickinson, Mandan, 
Jamestown, and Fargo-Dilworth, as would switching service at the 
Twin Cities themselves. 

Shippers would have the benefit of additional routes over New 
Company's lines in any combination with intermediate junctions 
opened to form crossover routes between the Northern Lines, and 
between those roads and the Burlington at Billings and Sioux City. 
These are routes which have historically been closed to retain to 
each of the Northern Lines its long haul. The resulting wider 
choice of routing increases such attendant shipper benefit as 
transit, partial loading and unloading, and diversion and recon
signment. The expansion of transit privileges benefits producers 
and processors of numerous commodities important to this area, 
including lumber, grain, feed, fertilizer, and iron and steel, and 
ingredients and products made from those commodities. Here 
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again, the benefits from the opening of the various gateways to the 
Milwaukee and the North Western multiply, notonlyfrom the com
petitive standpoint but from the standpoint of actual service to 
shippers and the elimination of artificial barriers to the develop
ment of new markets, services, and sources of supply. 

Maintenance and ready availability of records under centralized 
control and responsibility will facilitate the tracing and location 
of shipments, the ordering of empty cars, and the processing of 
shippers' loss and damage claims. Expedited handling and reduced 
switch movements should reduce damage from impact and delay. 

As a unified system, New Company would have the benefits of 
more at-home junctions, shorter routes, and improved handling to 
meet shippers' car requirements, particularly as to specialized 
equipment. Through the faster turnaround time made possible by 
shorter routes and facilitated terminal handling, it is anticipated 
that 639,097 car days (the equivalent of l,750cars daily) would be 
saved, with a savings of 61,555 car days merely through the elimi
nation of duplicate reserves (held on shippers' orders) at 14 of 36 
points served by more than one of the applicants. 

An additional factor in helping achieve a better car supply would 
be centralized responsibility in lieu of present ineffective mutual 
appeals for cars, especially since boxcar requirements reach their 
peak at different times on applicants' lines, but so close that one 
is reluctant to release cars to another. Empty cars would be 
routed to the point of nearest demand and the number of ''home" 
cars to be returned would be increased at such large junction 
points with other roads as Chicago, St. Louis, Kansas City, 
Omaha, Denver, and Portland. The shipper benefits resulting 
from these factors are spread throughout the whole spectrum, 
resulting in faster transit and quicker delivery times, less damage 
and fewer claims, easier tracing, and overall, a more expedited 
and satisfactory service. 

Shippers now utilizing the service of more than one applicant in 
joint-line movements will derive benefits from generally lower 
single-line rates, and from elimination of switching charges as
sessed on noncompetitive traffic where one of the applicants now 
acts as a switching carrier on traffic to or from a point on 
another's lines. Clerical time would be saved on such matters as 
car ordering, tracing, and diversion, and demurrage and freight 
accounting costs would be reduced. 

To the general public.-The general public may be expected to 
benefit from the merger in various ways. Elimination of duplicate 
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facilities at some common points would release desirable real 
estate for productive development, and various communities, 
particularly Spokane, would benefit by elimination of or sub
stantial reduction in street hazards and congestion. The public will 
also benefit from the increased ability of the applicants to meet 
the increased intermodal competition by providing improved, 
lower-cost service. Advances made over the years by other 
transport modes in the areas served by applicants make it im
perative for the railroads to increase their competitive capability. 
Illustrative of these advances are plans to develop further water
ways for increased barge navigation, and the completion of Inter
state Highways 90-94, which will allow a reduction in truck transit 
time from 60 to 36 hours between the Twin Cities and Seattle. 

The merger will benefit the public through the enhancement of 
intramodal competition as well. By virtue of the conditions being 
imposed here for the benefit of other railroads, particularly 
Milwaukee and North Western, those carriers will not only benefit 
in their own interest as railroads but will be in position to pass on 
the benefits so realized to the shippers and areas they serve. 
Thus, the Milwaukee, by reaching Portland directly, will be a rate
making transcontinental railroad, not only on traffic moving across 
the northern tier, but to and from California as well. Likewise, 
the Sumas condition will allow the Milwaukee to provide rail com
petition on traffic to and from Canada. 

The opening by applicants of 11 interior gateways to the Mil
waukee will give many shippers a realistic choice of railroads for 
the first time in history. 12 Not the least of the benefits thereof 
will be the opening of new markets, transit points, and sources of 
supply for shippers and receivers located on applicants' lines who 
cannot now reach points on the Milwaukee not served by applicants, 
and those located on the Milwaukee to whom applicants' lines are 
now closed. The same purposes, on a smaller scale will be served 
by opening two gateways to the North Western at Oakes and Craw
ford. 

In addition, merger will provide Nu Co with an increased capacity 
to serve the national defense, a capacity to handle on its main lines 
up to three times the traffic handled in the early 1960's. 

12The effect was well stated by a North Dakota representative, who said, 
"That, baldly and simply, is giving (the shipper at Nu Co local points) a small 
club to short haul the merged system in the event he is not satisfied with the 
treatment he is getting." 
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COMPETITIVE CONSIDERATIONS 

The prior report approached this case under the view that the 
policy of section 5 of the act, as amended in 1940, was something 
other and less than ''to foster and encourage" rail mergers (328 
I.C.C. at 522-523). This view contributed materially tothe result 
there reached. Upon reexamination of legislative history and 
relevant authorities we conclude that the policy of the act is clearly 
to facilitate and thereby foster and encourage consolidations which 
can be shown to be consistent with th~ public interest. By remov
ing the requirement of a ''master plan," imposed by the 1920 
legislation, Congress intended to and did remove a major obstacle 
to rail consolidations. That the 1940 Act was designed to ease the 
procedural way for mergers, and certainly not as any restriction 
upon them, is apparent from the language of the Supreme Court in 
County of Marin v. United States, 356 U.S. 412, 417-418 (1958), re
iterated only this year in Baltimore & o. R. Co. v. United States, 

386 U.S. 372, 387 (1967): 

* * * the result of the 1940 Act was a change in the means, while the erid re
mained the same. The very language of the amended 'unification section• ex
presses clearly the desire of the Congress that the industry proceed toward an 
integrated national transportation system through substantial corporate simpli
fication. $mphasis in originaQ' 

On reconsideration we view anew the question of competition in 
light of our finding that the 1940 amendment was certainly not 
negative or restrictive toward mergers, but was at least a pro
cedural tool designed to facilitate, promote and foster rail mergers 
where consistent with the public interest. In determining whether 
a transaction is consistent with the public interest, the Commis
sion is, of course, required to consider the competitive conse
quences involved; but "as a factor in determining the propriety 
of [railroad merger~ the preservation of competition among 
carriers, although still a value, is significant chiefly as it aids the 
attainment of the objectives of the national transportation policy." 
McLean Trucking Co. v. United States, 321 U.S. 67, 85-86 (1944); 
Minneapolis & St. L. R. Co. v. United States, 361 U.S. 173, 187 
(1959). Thus the undisputed fact that the merger of the Northern 
Lines will result in an elimination of the competition previously 
existing between them, while relevant to the requisite evaluation of 
• 'the effect of the merger on competitors and on the general com
petitive situation in the industry" (McLean, supra, 321 U.S. at 87), 
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is not controlling or conclusive and does not in itself automatically 
compel denial of the applications. 

Competition is no longer "the desideratum of our railroad 
economy" as in the period prior to 1920. st. Joe Paper Co. v. 
Atlantic Coast Line R. Co., 347 U.S. 298, 315 (1954) (Appendix). 
Beginning with the Act of 1920, and continuing through the passage 
of the Act of 1940 preservation of competition has lost the con
trolling significance it once had. As expressed in the merger 
recommendations of the Presidential ''Committee of Six" whose 
efforts contributed materially to the enactment of the present 
section 5 in 1940:13 

Competition between railroads ls of continually lessening importance to the 
public as other modes of transportation supply more and more of that com
petition which was once provided only by competition between the railroads 
themselves. The result ls that further railroad consolidations may be effected 
in many eases with great public benefit.14 

The Supreme Court has noted that emphasis upon competition in 
itself as a national policy: 

* * * would most strikingly disregard areas where policy has shifted from one 
of prohibiting re strain ts on competition to one of providing re lief from the rigors 
of competition, as has been true of railroads. * * * 

Federal legislation affecting railroads is a familiar but far from unique 
example of those many areas of economic activity in which serious inroads 
have been made on an original policy favoring competition. F.C,C. v. RCA 
Communication, Inc., 346 U,S. 86, 92-93, (1953), 

Finally as the Supreme Court recognized in McLean, supra, 321 
U.S. at 83, section 5, together with the national transportation 
policy reflect: 

* * * the altered emphasis in railroad legislation on achieving an adequate, 
efficient, and economical system of transportation through close supervision 
of business operations and practices rather than on the enforcement of free 
competition in various phases of the business. 

For these reasons, as seen in the recent Seaboard-Atlantic Coast 
Line merger, we may properly approve a transaction as consistent 

13Schwabacherv. United States, supra., 334 U.S. at 193, footnote 12 (1948); St. 

Joe Paper Co. v. Atlantic Coast Line R. Co., supra:34 7 U .s. at 319 (Appendix); H. 

Rept. No. 1217, Committee on Interstate and Foreign Commerce, 76th Cong., Jst 

Sess. (1939), pages 1•2; S. Rept. No. 433, Committee on Interstate Commerce, 
76th Cong. 1st Sess. (1939), pages 1·2, 28·29. 

14Report of Committee Appointed by the President to Submit Recommendations 

upon the General Transportation Situation, page 31 (Dec. 3 I, 1938). 
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with the public interest even though it eliminates competition be
tween two previously competing railroads in a given area and 
even where the transaction ''presents a head-on collision between 
the antitrust laws and the Interstate Commerce Act." Florida 
East Coast Ry. Co. v. United States, 259 F. Supp. 993, 996 (M.D. 
Fla., 1966), affirmed per curiam, 386 U.S. 544 (1967), sustaining 
our decision in Seaboard Air Line R. Co.-Merger-Atlantic Coast 
Line, 320 I.C.C. 122. 

The competition found decisive in the prior report was that 
between GN and NP in an area extending from the Twin Cities and 
Head-of-Lakes across the northern tier of States to the Pacific 
Coast. The preservation of this competition was crucial to the 
first decision. On reconsideration we conclude that this factor 
should not be decisive. Wefind thataproperly conditioned merger 
-with a substantially strengthened Milwaukee-will actually en
hance competition in the area and will be consistent with the 
public interest, notwithstanding elimination of such competition 
as exists between the two lines. 

At the outset, it should be noted that, as to many communities 
and shippers in the area involved, the lines of the GN and NP are 
in fact, not competitive with each other. In Montana and North 
Dakota, for example, the lines are generally widely separated, 
as much as a hundred miles apart. Obviously a shipper located 
on or near the lines of one road, but 50 or 100 miles from the 
line of another, is not influenced by competition in the selection 
of carriers. 

Next we consider those common points in the northern tier 
States of Minnesota, North Dakota, Montana, and Washington, 
where shippers have a choice-real or theoretical-as between 
the Northern Lines. Rail competition will be eliminated entirely 
at 47 communities (141 stations), served by GN and NP but by no 
other railroad. Rail competition will be diminished but not 
eliminated at 160 stations now served by at least one other road 
in addition to the Northern Lines. 

The tabulation below shows, as of 1960, in column A, the extent 
to which these stations reflect the Northern Lines (including 
SP&S) operations in the foregoing northern tier States, and in 
column B, the extent to which they reflect the systemwide opera
tions of all of the applicants: 
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Column A 

Percent 

Class I (served by GN and NP but no· other railroad) 

Stations - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Cars - - - - - - - - - - --- - - - - - - - - - - - - - - - - - - - - - - - -
Tons-----------------------------------
Revenues -------------------------------

4,25 
6,60 
5.60 
6,16 

Column BI 

Percent 

3, 15 
4,20 
8,61 
4, 51 

Class e (served by GN, NP and one or more other railroads) 

Stations--------------------------------
Cars------------------------------------

Tons ----------------------------------
Revenues-------------------------------

7,47 
82,67 
27,81 
87 ,71 

5,27 
20,89 
17,75 
26,90 

1Percentages for class 2 stations in column B are based on 286 stations of all 
applicants in 8 States. 

Limited to the northern tier, and exclusive of overhead traffic, 
88.28 percent of the Northern Lines stations, which accounted for 
60. 73, 66. 59 and 56.13 percent, respectively, of the cars, tons 
and revenues in those States, would not be directly affected by 
the merger. Systemwide for all applicants, there would be no 
direct competitive impact, no lessening of competition, at 91.58 
percent of applicants' stations. These 4,102 stations accounted 
for 74.91, 78.64 and 68.59 percent, respectively, of applicants' 
cars, tons and revenues in 1960. 

The number of stations at which rail competition would be 
eliminated entirely is small, and these stations do not produce 
any great volume of applicants' business. Moreover, some of 
these stations are located on the main line of one applicant and 
on the branch line of another, with the result that loss of com
petition is more theoretical than real. 

In analyzing the competitive effects systemwide, i.e., beyond 
the four northern tier States, the class 2 stations are of signifi
cance, because they involve large commercial centers and rail 
gateways which generate a substantial part of the applicants' 
tonnage-21 percent of the car loadings, 17. 7 5 percent of the 
tons, and 26. 9 percent of the revenue. Some of these stations 
are located at centers which, though served by more than one of 
the applicants, do not in fact have competition between the 
applicants today. For example, Sioux City has Burlington and 
GN end-to-end; the Twin Cities have the Northern Lines and 
Burlington end-to-end; SP&S, serving Portland from the East, 
does not compete with the Northern Lines or any other railroad 
on Portland's traffic to and from the North. 
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The stations in classes 2 and 4 (which, after the merger, would 
have at least two railroads) account for 21 percent of the appli
cants' carloadings, 48.5 percent of their tonnage, and 58.4 percent 
of their railway revenues. Among this group of stations are 10 
major terminals (having 140 stations) which comprise only 3.1 
percent of the applicants' stations, but account for 26 percent 
of their carloadings, 22 percent of their tonnage, and 30 percent 
of their rail revenues. These terminals and pertinent data about 
them are listed below: 

Class City 1Railroads Applicants' Truck 
revenues Lines 

Million 

4 Chicago - - - - - - 32 $30.8 294 
4 Denver------- 5 8. I 49 
4 Kansas City - - 12 16,9 77 
4 Omaha - - - - - - - 8 9.4 65 
4 St. Louis ... ·•·· 20 7,2 167 
2 H-L---------- 25 21 .a 18 
2 Portland - ... - - - 3 17.6 45 
2 Seattle------- 3 40 35 
2 Spokane - - - - - - 4 12.4 15 
2 Twin-Cities -- 29 37.5 78 

l Indicates number of railroads serving after this merger. 

2Number would be one less after C&NW-CGW merger, 

Bus Air 
Lines Lines 

10 20 
9 8 
9 8 
3 5 

16 8 
4 2 
3 11 
5 12 
3 3 
3 8 

While recognizing that not all carriers serving a particular 
point are in competition against each other, we cannot overlook 
the indications in data such as that shown above that, at the com
mercially most significant points in the · applicants' territory, 
there is, and after the merger would continue to be substantial 
intermodal and intramodal competition. 

In our view the competitive impact upon the class II stations 
is not so significant as to warrant denial of the applications. First, 
apportionment of traffic between GN, NP and the other roads 
serving these points is not wholly the result of interplay of com
petitive forces, but often results from other factors entirely. 
Second, shippers at these class II locations, in addition to the 
Northern Lines and one other rail carrier, are generally served 
by other modes of transportation vigorously competing for traffic. 
Third, by virtue of the conditions imposed in this case, the 
Milwaukee-which is the other railroad serving many of the 
class II points-will be substantially strengthened as a meaning~ 
ful transcontinental competitor. 
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Here, as in the Seaboard-Atlantic Coast Line merger, we 
must acknowledge that substantial competition would remain and 
new competition would be created. What was said in that case 
is equally applicable here: 

The impact of this merger, both good and bad, will be felt throughout the south
ern region and in evaluating its competitive advantages and disadvantages, we 
must consider * * * the sum of all of the competitive transportation facilities 
that will remain available in this broad area. 

* * * * * * * 

***the overall reduction in rail competition in the Southeastern States viewed 
as a whole will be relatively moderate when considered in the light of the 
alternative rail service that will be provided by competitors of the merged 
company at practically all of the major industrial centers throughout the 
affected area. The impact of this reduction in competition becomes even less 
significant when we consider the increasingly strong competition that the 
merged company will encounter from other modes of transportation. (320 l,C,C. 
at 166). 

We also accord great weight to the testimony of the many ship
pers, associations, and other groups who supported the merger 
often with express recognition that some competition would be 
eliminated or reduced. Many witnesses from within the northern 
tier, including some of the class I and class II points, supported 
the merger in one form or another. Much of the testimony as to 
the general value of competition between railroads was abstract 
and unparticularized. Some of this testimony actually emanated 
from witnesses who supported the merger but expressed concern 
over its impact on a particular carrier. Thus witnesses for 
General Electric, Rayonier, A. 0. Smith and Zenith-whose 
testimony was singled out in the prior report (328 I.C.C. at 
517)-actually favored the merger, subject to appropriate condi
tions for the Milwaukee. While recognizing that competition 
between roads can and does produce benefits, we also note testi
mony of several witnesses in this record to the effect that they 
perceived no differences in service as between competitive 
and noncompetitive points. On balance, in concluding that loss 
or reduction of competition between GN and NP in the northern 
tier does not require denial of the applications, we believe con
siderable weight should be given to the testimony of those wit
nesses supporting the merger-including particularly that per
taining to the users of rail service in those areas most immedi
ately concerned. 
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Denial of the applications for the purpose of preserving com
petition between the Northern Lines would merely perpetuate tlie 
existing dominance of the GN and NP in the northern tier, with 
the Milwaukee, despite shorter routes and superior grades, left 
to its comparatively small share of the market. Preservation of 
the competitive status quo would, in our view, relegate the 
Milwaukee to an increasingly marginal and deteriorating role. On 
the other hand, a properly conditioned merger, with NuCo com
peting against a strengthened Milwaukee, will serve to enhance 
rail competition, achieve a more desirable competitive pattern, 
while at the same time conferring substantial benefits upon the 
shipping public throughout the territory involved in this case. 

We reject the allegation of Justice that reliance upon the 
strengthening of the NW and Milwaukee as competitors to a merged 
Northern Lines would be a baseless ground on which to approve 
the merger. Its argument is predicated on excerpts of testimony 
given in the NW-Milwaukee merger application (Finance Docket 
No. 24182 et al.) where certain officials of these roads allegedly 
depreciated the value of the protective conditions to them. Justice 
contends that these officials themselves view the conditions as a 
"wash" whereby they will gain only what they will lose. 

This testimony must be viewed as a whole and in its proper 
setting. The testimony was given in a proceeding wherein the 
officials themselves were attempting to justify their own merger 
as consistent with the public interest. In this context it is under
standable that the Milwaukee and NW officials would attempt to 
portray their own merger in its best light. Moreover, the testi
mony dealt only with estimates of traffic diversion. The witnesses 
did not discuss their roads' abilities to obtain newly generated 
traffic; nor did the testimony detract from the obvious advantage 
to shippers of having a meaningful choice as between transconti
nental carriers. 

Then, too, this collateral allegation is too broad and not clearly 
established by the whole of the testimony in the NW-Milwaukee 
merger case. Much of that testimony is general, carefully 
qualified; and does not directly support the contention pressed by 
Justice in this case. Thus while some witnesses may have down
graded the conditions, the same witnesses at other times recog
nized their benefits. One of the witnesses at one point stated that 
he had not formed an independent judgment as to the benefits of 
the conditions. Another witness, though originally testifying to a 
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"wash," later limited his statement and recognized that there 
would be dollar benefits to his road from the conditions. At oral 
argument before the Commission in this case Milwaukee respond
ed to the Justice contention by clearly stating that it *'win be 
a stronger competitor against the new company with the conditions 
requested than it is against the separate" applicants. 

In any event.we find this collateral attack unpersuasive. Open
ing of the 11 gateways, and in particular Portland, makes it evi
dent we believe, that Milwaukee will become a viable transconti
nental rail competitor. As such, it will have a broader base upon 
which to solicit additional traffic, and to enter into heretofore 
inaccessible markets. Plainly its competitive posture will be 
enhanced. Indeed, even a North Western-Milwaukee merger will 
not result in a transcontinental service; only the opening up of 
Portland to Milwaukee will accomplish that. 

EMPLOYEE PROTECTION 

Under section 5(2)(c), we must give weight to, among other 
factors, the interest of the carrier employees affected by the 
proposed unification. Section 5(2 )(f) provides that as a condi
tion of our approval of any transaction under section 5(2 ), we 
"shall require a fair and equitable arrangement to protect the 
interests of the railroad employees affected.1115 Section 5(2)(0 
further provides that notwithstanding any other provisions of the 
act, the carrier or carriers and the duly authorized representa
tive or representatives of its or their employees may enter into 
agreements providing for the protection of employees. 

In the prior report it was found that the merger would result in 
a net loss of about 5,200 jobs on the applicant railroads, and that 
through the so-called bumping process the number of employees 
affected would exceed that number. In that report, the finding that 
"substantial" hardship would be inflicted upon employees as a 
result of merger was a significant factor in the decision to deny 
these applications. Since then, the situation as to protection of 
employees has been considerably changed. At the time of the 
prior report applicants indicated their willingness to provide the 
protection of the New Orleans conditions (New Orleans Union 

15 As found In the Seaboard-Coast Line case, employees affected are those of 
the carriers involved in the merger and most immediately affected thereby. Our 
discussion and conclusions herein should be viewed in that context. 
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Passenger Terminal Case, 282 I.C.C. 271, as modified in 
Southern Ry. Co.-Control-Central of Georgia Ry. Co., 317 I.C.C. 
557, 317 I.C.C. 729, and 320 I.C.C. 377). As noted above, appli
cants now have revised their estimate of the number of jobs to be 
abolished, and concomitantly have revised their labor protection 
costs. Whereas the New Or le ans conditions were offered then, 
attrition conditions will now be provided. Under the former, the 
total cost of employee protection was estimated at $4. 96 million, 
all chargeable to operating expenses and deductible in computing 
Federal income taxes.16 Now, based on the agreements entered 
into since the prior report with the Engineers and Trainmen and 
expected to be reached with other crafts, applicants estimate the 
total cost of employee protection at $10.15 million, similarly 
chargeable to operating expenses.17 Thus, while the costs of the 
labor protective conditions are greater than comtemplated at the 
time of the prior report, so too are the protections offered 
employees somewhat improved. 

The agreements entered into between applicants and the Engi
neers and Trainmen provide attrition-type protectionl8 for em
ployees, plus various monetary benefits, retirement allowances, 
and protection against loss from the sale of homes and the can
cellation of unexpired leases. The stated purposes of the agree
ments are: (1) to assure employment and/or earnings to employ
ees covered by the agreements, (2) to expedite the changes in 
services, facilities and operations resulting from the merger, 
and (3) to prescribe procedures by which existing agreements 
between the parties shall be modified and consolidated to con
form with such operating changes. Under the agreements, NuCo 
is obligated to take into its employment all covered employees of 
Great Northern, Northern Pacific, Burlington and SP&S and no 
employee is to be deprived of his employment status or placed in 
a worse position with respect to compensation, rules governing 

16 At the then current income tax rates, only $2,38 million would have been 
borne by NuCo, and interest at 5 Percent on that amount, or $119,08 I, was in
cluded in Study XIX as a charge against unification. 

17 Based on tax rates as of January I, 1967, of this total labor cost $5,28 
million would be borne by NuCo, and interest at 5 percent on this amount, or 
$264,051 is included in Study XIX in lieu of the prior figure. 

18 
In Chesapeake & O. Ry. Co.-Control-Western Maryland Ry, Co., 328 I.C.C. 

684, 715, we stated that attrition means that "no reduction in force ofemploy
ees shall occur other than principally by death, retirement, discharge for cause 
or resignation .. " For simplicity, the phrase ••attrition Protection" or "attrition 
agreement" will be used to reflect this concept. 
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working conditions, fringe benefits or rights and privileges per
taining thereto at any time during such employment. In addition, 
NuCo will assume and continue the employment relationship of 
employees on furlough or leave of absence. The agreement 
recognizes the right of Nu Co to transfer work throughout the merg
ed system and contemplates the consolidation and extension of 
seniority rosters and seniority districts, on an equitable basis, 
pursuant to implementing agreements providing for the use of 
employees and the allocation and rearrangement of forces. In 
lieu of the arbitration procedure prescribed by section 13 of the 
Washington Job Protection Agreement of 1936, disputes are to be 
settled by referral thereof to a Disputes Committee composed of 
one member from each party, and a neutral member to be 
selected by the parties, or in case of their disagreement by the 
National Mediation Board. 

Under the agreements, "employees would receive guarantees 
and job assurances for the rest of their working lives * * *." As 
stated, applicants have indicated their willingness to enter into 
similar attrition agreements with all affected employees-both 
union represented and individual employees not represented by a 
union-whom we are required by law to consider when weighing 
the proposed transactions. All these employees then are free to 
enter into such separate agreements. After analyzing these agree
ments, we are convinced that the interests of carrier employees 
covered thereby will be adequately and fairly protected by the 
terms of these agreements. In fact, the protection thereby 
afforded, providing as it does job security as well as monetary 
benefits, could hardly have been achieved except for the merger. 
Under the terms of the last sentence of section 5(2 )(f), the entering 
into such agreements takes from us the obligation of providing 
protection for employees covered thereby. As to them, therefore, 
we make no requirement for protection, but dofind the agreement 
does not render the proposed transaction inconsistent with the 
public interest. 

For any employees entitled to protection who do not enter into 
separate protective agreements, we must, under the first part 
of section 5(2 )(f), provide a fair and equitable arrangement so 
that the transaction will not result in their being placed in a 
worse position with respect to their employment. Agreements 
of the character discussed above would provide the guaranteed 
benefits, and be fair and equitable. In the interest of uniformity 

· and in view of applicants' willingness to extend attrition condi-
331 1.c.c. 
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tions to all employees, we require, as a condition to our approval 
of these transactions, the attrition conditions the same as set 
forth in the agreements mentioned above, be applied to all 
affected employees who have not entered into separate agreements. 
In order that all such employees shall be informed of the protec .. 
tion being hereby afforded, NuCo will within 30 days of the date 
of our order herein be required to disseminate to them the terms 
of the agreements already reached, informing them at the same 
time that they are being afforded such protection. 

We believe that the effect of attrition protection for all em
ployees of the merged system will tend toward greater efficiency 
and higher morale among the employees and will thereby promote 
the national transportation policy in the development and mainte
nance of an adequate and effective transportation system. Cf. 
United States v. Lowden, 308 U.S. 225, (1939). Additionally, we 
here conclude that the hardship on employees, which in the prior 
report prompted, in part, our denial of these applications, has 
been alleviated. 

RAILROAD PROTECTION 

It was found in the prior report that approval of the unification, 
subject to appropriate conditions, would not imperil the survival 
of any railroad operating in the territory involved. We reaffirm 
that finding here. Based on published 1960 data of the railroads 
concerned, applicants had estimated that diversions of traffic 
attributable to the unification, from NuCo to other railroads and 
from other railroads to NuCo, would have resulted in a loss of 
more than $9. 6 million in revenues to the more than 3 dozen rail
roads, large and small, affected thereby. Giving effect to the 
protective conditions which he recommended, the examiner found 
that the gain in revenues by NuCo as a result of traffic diversions 
would have aggregated more than $3.2 million. Giving effect to 
the additional protective conditions deemed appropriate, the prior 

report found that the result would have been the loss by NuCo of 
more than $2.5 million in revenues, reflecting a net diversion to 
Milwaukee and North Western ~f more than $11.6 million and a 
net gain from other railroads of over $9.1 million. As viewed 
by the Commission and applicants at that time, the potential 
revenue loss attendant upon imposition of all of these protective 
conditions might have precluded consummation ofthetransactions 
even if approved. 
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Applicants have since reappraised their position, and we, in 
the light of the evidence adduced at the further hearings, have 
reappraised ours. Succinctly stated, our prior finding that impo
sition of these conditions might preclude consummation is no 
longer valid. 

Although in the prior report the Commission was sharply 
divided over the action taken on the unification proposal there was 
striking unanimity with respect to the need for protection for 
Milwaukee and North Western. Significantly, it was agreed that 
in any merger of the Northern Lines it would be necessary to 
include most but not all of the conditions that were sought by 
Milwaukeel9 and North Western.20 In particular, it was clear 
that any approval of the proposed unification would require as a 
minimum the granting of Milwaukee conditions 1, 2, 3, and 5, 
and substantially all of North Western' s conditions. Applicants had 
opposed those conditions in the beliefthattheywere not necessary 
for the protection of those railroads, and that conditions to 
improve the position of applicants' competitors would be in
appropriate in a section 5 proceeding. In view of the public 
interest criteria of section 5(2) and the goals of the national trans
portation policy there is no question of our power to improve the 

19 summarized, they are: 

1. Establishment of through routes and joint rates via the new gateways of 
Fargo and Linton, N. Dak,; Miles City, Judith Gap, Great Falls, Bozeman, 
Butte and Missoula, Mont.; and Spokane, Seattle and Tacoma, Wash., on all 
traffic interchanged at such junctions between NuCo and Milwaukee. (Bozeman 
has been substituted in lieu of Lombard, Mont,, by agreement of the parties.) 

2, Trackage rights for Milwaukee over NuCo's tracks between Longview Junc• 
tion, Wash., and Portland, Oreg. 

3. Trackage rights for Milwaukee over NuCo's tracks between Renton and Sno· 
homish, Wash., and between Everett and Bellingham, Wash. 

4, Extension of Milwaukee's service to Billings, Mont. 
5. Elimination of dual basis of switching charges in effect west of Twin 

Cities. 
6. Reestablishment of rate relationships affected by the merger. 

20summarized, they are: 

t. Establishment of through routes and joint rates via the new gateway of 
Crawford, Nebr., on all traffic interchanged at such junction between NuCo and 
North Western. 

2. Establishment of through routes and joint rates via the new gateway of 
Oakes, N. Dak., on all traffic interchanged at such junction between NuCo and 
North Western. 

3. Improved interchange at Minneapolis, Minn., through operational conditions. 
4. Cancellation of North Western rental obligations for tracks and facilities 

not used after unification and sale or lease of Union Yard trackage to North 
Western. 

5. Improvement in North Western interchange at Head-of-the-Lakes, with Du• 
luth, Winnipeg and Pacifi". Ry. Co. (DW&P). 

3 31 I.C.C. 



UPRRIG-000474

GREAT NORTHERN PAC.-MERGER-GREAT NORTHERN 281 

position of carriers affected by a proposed merger. Now, as a 
result of applicants' reappraisal, and subject to apProval by their 
stockholders, applicants have agreed to accept allfoonditions that 
have been requested by the Milwaukee and North Western and con
sidered appropriate by us. Under the standard routing conditions, 
agreeable to all railroad interveners, existing routes, gateways, 
traffic and operating relationships between applicants and these 
carriers would be preserved. 

The effect of the Milwaukee and North Western conditions would 
be to strengthen the Milwaukee-both as to revenue potential and 
competitive posture. Milwaukee would receive all of the benefits 
that it has requested, including access to Billings, and North 
Western would also receive all the major benefits requested. 
Applicants have also accepted a condition which would require 
NuCo to ''improve and expedite interchange of freight with the 
Milwaukee at the Twin Cities." 

As modified by the conditions which we impose hereinafter, most 
of which were the subject of agreements between applicants and 
the railroad interveners, the proposed unification presents an 
entirely new perspective for intramodal competition in the effi
cient and economical movement of transcontinental, western. and 
Pacific Coast traffic. That perspective portends for a stronger 
capability in those railroads individually and collectively topros
per and to effect numerous economies and efficiencies from which· 
the public will benefit. 

Western Pacific occupies a position which is similar in some 
respects to that of the Milwaukee. Its principal interest herein 
stems from its competitive position, vis-a-vis Southern Pacific, 
in connection with traffic moving between California and points 
in the Northwest (including traffic moving through California), 
which is interlined with the Northern Lines. Most of Northern 
Pacific's California traffic is interchanged with SP at Portland, 
and much of Great Northern's is interchanged with WP at Bieber. 
Some of the latter traffic is interchanged at Portland and Chemult 
with SP, but this interchange is limited by the fact that GN is 
shorthauled thereby. Under a stipulation with SP, Nu Co would not 
insist upon its long haul via Bieber on southbound traffic, but 
would, in effect, compromise by replacing Portland and Chemult 
with Klamath Falls (located some 70 miles south of Chemult, to 
and from which GN operates over SP's tracks); on northbound 
traffic SP would endeavor to keep its long haul to Portland, but, 
in any event would carry the traffic at least as far as Klamath 
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Falls. In these circumstances, WP, which obtains 20 percent of 
its total freig~t revenues from Bieber gateway traffic, and which 
originally contemplated reliance solely on the standard routing 
conditions, entered into its own stipulation with applicants so that 
it might retain its Bieber traffic rather than lose it to the new 
Klamath Falls gateway. In this way, WP would maintain for itself, 
for its connections, and for its patrons an equality of competitive 
circumstances. Santa Fe, which participates in this traffic, has 
also entered into a stipulation with applicants. 

In our opinion, those aspects of the agreements between appli
cants and the various railroad interveners, which are basically 
the standard routing conditions tailored to the specific situations 
involved, represent the voluntary action of free parties, each 
looking to its reasonable interests and those of its patrons and 
markets. 

In our opinion, these stipulations are indeed in the public 
interest and should be approved. The combination of the equali
zation of opportunities through the Bieber and Klamath Falls (or 
Chemult or Portland) gateways and the Milwaukee's Portland and 
Sumas-route (trackage rights) conditions, should aid the establish
ment of genuine rail competition on the Pacific Coast, to the great 
benefit of the shipping and consuming public. Only UP opposes 
Milwaukee's entry to Portland, basing its opposition on the forced 
sharing of the fruits of its investment in the Portland area. Out
side of the stipulation, of course, we have no direct jurisdiction 
over UP in these proceedings; however, in the light of the agree
ments between applicants and the intervening railroads, upon 
Milwaukee's entry into Portland over NuCo's tracks other provi
sions of the law will apply to UP-Milwaukee relations there as 
connecting carriers. 

UP estimates that its potential annual loss of revenue through 
diversion to the Milwaukee as a result of the latter's Portland 
entry would be $1. 1 million. That is less than one-fourth of 1 
percent of UP's system railway operating revenue. Diversion of 
that proportion would not significantly affect UP's ability to pro
vide adequate service in its territory. However, we believe UP 
will be able to retain much of the vulnerable traffic. In this regard 
we have considered not only the strength and vigor of UP and the 
growth potential of the area, but also the fact that the addition of 
the Milwaukee as a competitor at Portland would be somewhat 
offset by the elimination of Northern Pacific and Great Northern 
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as separate competitors. Certainly the slight loss of traffic that 
UP might sustain would neither have a deleterious effect on 
service to the public nor outweigh the many substantial public 
interest considerations which favor the Milwaukee's direct access 
to Portland. This Commission is not under a mandate to protect 
against all diversions in this kind of transaction; we are con
cerned with diversion only as it bears on the public interest. 

Upon opening of the 11 gateways west of Twin Cities the Mil
waukee would be in a position to close Twin Cities, which would . 
particularly affect Soo. Our findings herein are conditioned to 
prevent this contingency. 

We believe that the overall effect of the conditions imposed 
here will portend for a strong degree of intramodal rail compe
tition in the affected territory, promote the effective development 
of improved transportation services to the shipping and receiving 
public, and comport generally with the purposes and objectives 
of the national transportation policy as declared in the act. 

The "terms ***conditions and ***modifications" we find to 
be just and reasonable in connection with, and to which we make 
subject, our ultimate finding that the proposed mergers and lease 
are within the scope of section 5(2)(a) and will be consistent with 
the public interest are set forth in appendix L. 

OTHER ISSUES 

Certain additional matters merit attention. One is the issue of 
economic effect or impact of the unification on various communi
ties in which, under the plan of operation of NuCo, there would 
be loss of job opportunities or tax revenues due to elimination or 
transfer of railroad facilities and services, and rerouting of traffic 
over the shortest or most economical routes of the combined 
railroad in lieu of the presentroutesoverthe separate applicants' 
lines. The impact upon employees and upon other railroads in the 
territory has already been discussed. The impact upon the com
munities themselves forms the basis for muchofthe opposition to 
the unification by such States as Minnesota and Washington, by 
such communities as Auburn, Sumner and Minneapolis, and by 
interests in such communities as Livingston, Spokane and Seattle. 
These economic disturbances affecting local governments and 
populations would be primarily in the nature of temporary dis
locations. In many instances, the adverse effects would be off-
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set by positive benefits. The greatest impact, it appears, would 
result from the elimination in great part of the now substantial 
interchange at the Twin Cities between the Northern Lines and the 
Burlington, due to the single-line service which NuCo would offer 
between Chicago and the Pacific Northwest. The adverse effect 
would be magnified, it is alleged, by the opening to the Milwaukee 
of additional western gateways which would, in turn, eliminate 
additional interchange at the Twin Cities. 

As indicated in our discussion of statutory criteria, the primary 
concern of this Commission herein is the development of an ef
ficient and economical transportation system. Our particular 
area of responsibility is found in the Interstate Commerce Act, 
and while our consideration necessarily extends to other matters 
affecting the well-being of the several States and communities, 
we must look to the act for the standards governing unifications 
of this nature. The record does not show, moreover, that the 
transportation requirements or the well-being of these areas and 
communities would best be served by denial of these applications. 
To the contrary, the evidence does not indicate any long-range, 
serious adverse effect on them. In our view, these mergers, 
suitably conditioned, augur an era of increased railroad strength, 
both in intermodal and intramodal competitive aspects in the long 
run resulting in a benefit to, and not a burden on, communities in 
the northern tier States. 

Much stress was placed during the earlier stages of these pro
ceedings on the effect of the unification on motor carrier rights 
and operations now controlled by the individual applicants. Motor 
carrier rights held by GN and Burlington involve operations in 
unrelated and unconnected areas, and are restricted mostly to 
services which are auxiliary to or supplemental of rail service. 
Similarly, the routes of the motor carrier subsidiaries of GN, NP 
and Burlington traverse, for the most part, entirely different and 
unconnected geographic areas. It is thus clear that following the 
unification of applicants each subsidiary motor carrier would con
tinue to operate its own eqUipment under its own authority and 
over its own routes, and that the proposed transactions would 
create no new motor carrier network. The only change would be 
in the ownership, NuCo in lieu of the individual applicants, and no 
adverse effect would be had on competing motor carriers. 

We note that, in the interest of corporate simplification and to 
facilitate administration and regulation, the recommendation was 
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made by the examiner that, after consummation of the transactions 
hereinafter approved, early consideration be given by NuCo, sub
ject to the Commission's prior approval, to consolidation of all 
of the motor carrier operations into a single corporate entity, and 
to consolidation into similar corporate entities the different 
groups of subsidiary service companies control of which NuCo will 
acquire through the transactions. We concur with and adopt these 
recommendations, and the recommendation, similarly-made, that 
early consideration be given as well by NuCo to a finalization of 
the status of SP&S and other affiliated railroads by merger into 
the NuCo system. 

One :ffoal comment is in order. Prior to the further hearings, 
no substantial objection was raised to the inclusion of the 
Burlington in the proposed merger. Such objection is now raised 
by Rio Grande. As previously indicated, proffered evidence 
relating to the alleged effect on Rio Grande of inclusion of the 
Burlington was rejected. However, on brief and at oral argument, 
it was made clear that Rio Grande's objections are based on the 
position taken by it that inclusion of the Burlington in the merger 
is not necessary to achieve the savings estimated from unification, 
that the Burlington is capable of being operated as a separate and 
independent carrier, that the maintenance of a separate and 
independent Burlington is necessary to carriers participating in 
the movement of traffic over the central transcontinental corridor, 
and that inclusion in the merger of the Burlington would result in 
substantial damage to Rio Grande. 

Although Rio Grande made no timely offer of evidence on this 
issue during the earlier hearings, such evidence was introduced 
by others and the issue was considered by the examiner. The 
testimony of Wyer, for example, was to the effect that the great 
bulk of the estimated savings from unification are not possible 
without inclusion of the Burlington, and that, operationally, the 
Burlington, providing access to the great cities of the Midwest, 
is absolutely essential to the proposed system. There i's no 
probative evidence on the other hand, of damage resulting there
from to Rio Grande or any other railroad. The examiner concluded 
for these reasons and others set forth in his recommended 
report, that inclusion of the Burlington is necessary to the merger. 
We reach the same conclusion, not only for the reason that the 
Burlington, in our opinion, is necessary to the proposed system 
if it is to fully achieve the results for which it is being created, 

. but also in order that the many shippers and receivers served by 
331 I.C.C. 
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the Burlington may participate in the public benefits flowing from 
the unification. 

On September 1, 1967, after the close of the further hearing, 
Rio Grande filed a petition seeking a hearing for the purpose of 
presenting evidence on the overall effects and cross effects of: 
( 1) the proposed merger of the applicant carriers herein, (2) of 
the consolidation proposals in Finance Docket No. 22688, et al., 
Chicago & Northwestern Railway Company-Control-Chicago, 
Rock Island & Pacific Railroad Company, the Rock Island case, 
and (3) the consolidations proposed in Finance Docket No. 24182, 
et al., Chicago, Milwaukee & North Western Transportation 
Company-Consolidation-Chicago & Northwestern Railway Com
pany and Chicago, Milwaukee, St. Paul & Pacific Railroad Com
pany, the (CNW-Mil) proposal. The petitioner further seeks 
withholding of decisions in the above-mentioned cases until 
determination is made of the effects of these proposals. The 
applicants replied to the petition. 

The Rio Grande request places in sharp perspective the impor
tant question of what will be the effect of our decision here upon 
the general railroad structure in the West generally in the event 
that other pending western rail unifications should later also 
warrant our approval. While we will not follow the course of 
action proposed by Rio Grande, we will herein provide an effective 
procedure by which that impact can later be measured and 
appropriately dealt with. 

Although, as discussed earlier herein, this Commission is 
enjoined under the existing law to test each railroad merger 
application on its own record as advanced by its proponents, we 
are not restricted to a simple approval or denial of the specific 
proposal presented. This Commission has a broad and flexible 
power to relate the application to other pending proposals, to 
determine what modifications or conditions are necessary to 
protect the public interest, and to impose conditions necessitated 
by consummation of the transaction. As particularly relevant 
here, where a number of applications are presented in the same 
territory, the Commission is faced with various procedural 
alternatives: Should it move ahead with the processing of separate 
applications, should it consolidate them for handling at one time 
on a common record, or should it handle them on separate 
records deciding them concurrently in light of one another? A 
key consideration in weighing these alternatives is the question 
of how best to protect the public and competing rail carriers 
caught up in the merger movement who may not be materially 
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injured by consequences of one merger but who could sustain 
serious injury from the cumulative effect of a second or third 
merger in combination with the first. 

As to whether the Western railroad realignment should be 
handled on a consolidated record or on an ad hoc basis, we have 
consistently adhered to the latter approach. Our experience 
makes it clear that a consolidation of the records of these cases 
would have been unworkable. On the other hand, were we to 
process each case separately but withhold final decisions until 
the last proceeding would be ripe for decision, the carrier 
interests and the public interest would be caught in a treadmill of 
litigation. 

Consequently we have chosen to test each transaction and its 
probable impact from the standpoint of events reasonably forsee
able at the time of decision. Obviously, this procedure may 
present problems-namely: (1) the fact that some parties, though 
not seriously affected by any one transaction standing alone, 
could face adverse consequences from the cumulative effects of 
a second or third merger; or (2) subsequent approval of the 
second or third merger, could require adjustments which, in the 
first case, would have been imposed had the three proceedings 
been decided simultaneously. 

In this respect, Denver & Rio Grande in its pending petition has 
requested this Commission to institute a separate proceeding at 
this stage to test out the cumulative and cross-effects of the three 
basic Western unification proposals (those in the Rock Island, 
C&NW-Milwaukee, and Northern Lines proceedings) actively 
pending before this Commission. The objective would be not 
only to obtain conditions or adjustments which approval of all or 
some of these transactions may warrant, but also to pursue its 
arguments that none or only some of them be approved. Accepting 
Rio Grande' s premise would amount to a de facto consolidation of 
all proceedings without any apparent benefit to be derived by the 
public. Such a step would place a new and formidable impediment 
in the path of the entire merger movement in the West despite 
the public benefit to be derived from soundly conceived rail 
unifications. 

We recognize the possibility, however, that after later decisions 
are reached in other western railroad unification proceedings, 
some modification or adjustment may be necessary for the 
benefit of Rio Grande or others. The Commission therefore re
serves· jurisdiction for a period of 5 years following consummation 
of the transactions herein authorized to impose such just and 
reasonable conditions upon petition by any party in interest, or 
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on its own motion, after hearing, as may be necessitated by any 
cumulative or crossover problems stemming from approval of 
this merger and any other transaction authorized under section 5 
with respect to the territory involved. Baltimore & o. R. Co. v. 
United States, 386 U.S. 372, 387 (1967). This reservation of juris
diction, of course, contemplates only the imposition of such condi
tions as would not render these transactions inconsistent with the 
public interest. Solely by way of example, a condition subsequently 
imposed herein might include the requirement of a grant of 
trackage rights by the merged company to another railroad or 
railroads in the territory involved to alleviate any competitive 
impact caused by this transaction or the transactions which may 
be authorized under section 5 in the Rock Island or Milwaukee 
cases. The Commission shall also retain jurisdiction over these 
proceedings for a like period of 5 years for the purpose, among 

· others, of considering petitions, under section 5(2)(d) of the act, 
by any railroad in the territory involved requesting inclusion in 
the merger so authorized. Matters arising under these reserva
tions of jurisdiction will be handled expeditiously. Consummation 
of the transactions herein authorized shall constitute irrevocable 
assent by applicants to the Commission's reservation of power 
to impose, after hearing, such just and reasonable conditions 
as may be necessary or appropriate. (See condition 33). 

SUMMARY 

We have in this report viewed this proceeding not only in the 
light of the statutory criteria relative to this case, but also 
considered it within the larger context of the western rail merger 
picture. We cannot isolate our actions herein from these 
developments, but intend this decision to be a beginning step in the 
orderly resolution of what has become a highly involuted situation 
affecting many railroads throughout the territory. 

The result in the prior report was the product of a weighing of 
three factors: a lessening of competition as between GN and NP; 
an adverse effect upon employees; and the benefits to be derived 
by applicants and the shipping public. Specifically, the Commission 
put the question as follows: 

* * * we must decide whether the disadvantages of a substantial lessening of 
competition, coupled with the adverse effect on carrier employees, outweigh 
the advantages that would be derived by applicants and by the shipping public. 
328 1.c.c. at 522. 
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On reconsideration of these factors, based upon the entire 
record-including the material adduced at the limited further 
hearing-we now reach a different conclusion. The concern 
expressed in the prior report as to employee hardship has been 
relieved by the attrition conditions imposed and agreed to. The 
speculation that imposition of conditions for the benefit of 
Milwaukee and NW might actually preclude consummation has 
been set to rest by the agreements accepting those conditions. 
The preservation of competition between the Northern Lines in 
the four northern tier States, which was a dominant factor in the 
prior decision, we now view in a different perspective and do not 
see it as an invincible impediment to this merger. Like the many 
shippers who support the applicants and who do business in the 
said States, and like the numerous States, State and Federal 
agencies, communities and shipper groups which have dropped 
their opposition and now favor the merger, we see this transaction 
as a means for achieving, through appropriate conditions, over
riding benefits to the public through improved transportation. 
Broadening the focus of our appraisal to the area relevant to 
trancontinental traffic and other interterritory considerations, 
and reweighing the facts pertaining to the ever-increasing inter
modal competition, have made it apparent that this merger can 
lead to the creation of meaningful rail competition through 
strengthening the Milwaukee and the NW, as well as making the 
combined applicants a more proficient transport agency. Viewing 
the considerations anew, we conclude that the proposals, with 
requisite conditions, are entirely consistent with the public 
interest. 

ULTIMATE FINDINGS 

Any increase in total fixed charges or guaranty or assumption of 
payment of dividends or fixed charges resulting from the unifica
tion will not be inconsistent with the public interest. Provision 
has been made for the protection of the traffic of other carriers 
and no other railroad has requested to be included in the unifi
cation. Conditions have been imposed for the protection of railway 
employees who may be adversely affected and adequate trans
portation service to the public will be assured by the unification. 
As conditioned herein, the various transactions under considera
tion meet the requirements prescribed by sections 5(2) and 20a and 
b of the act, and conform generally with the purposes and objectives 
of the national transportation policy declared by Congress. We 
are convinced the_ transacti_ons should be approved. 
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Any contentions and arguments not specifically discussed herein 
have been considered and found without material significance. 

On reconsideration we find (1) in Finance Docket No. 21478 
that, subject to the terms and conditions set forth in appendix L 
herein found just and reasonable (a) merger of the properties 
and franchises, including motor carrier operating rights, of 
Great Northern Railway Company, Northern Pacific Railway 
Company, Pacific Coast R. R. Co., and Chicago, Burlington & 
Quincy Railroad Company, into the Great Northern Pacific & 
Burlington Lines, Inc., for ownership, management and operation; 
(b) acquisition by Great Northern Pacific & Burlington Lines, 
Inc., of sole or joint control of carriers (including motor carriers) 
subsidiary to or affiliated with the merged carriers, through 
stock ownership or otherwise, and of all leasehold, trackage and 
joint use and joint ownership rights in any railroad line or lines 
and terminals incident thereto possessed by the merging com
panies; (c) lease by Great Northern Pacific & Burlington Lines, 
Inc., of the lines of railroad and other properties owned, used, 
or operated by Spokane, Portland and Seattle Railway Company, 
for a period of 10 years and through the terms of said lease 
acquisition by the Great Northern Pacific and Burlington Lines, 
Inc., of sole or joint control of carriers subsidiary to or affiliated 
with the lessor and of all leasehold trackage, joint use and/or 
joint ownership rights in any railroad line or lines and terminals 
incident thereto held by lessor, are transactions within the scope 
of section 5(2) of the Interstate Commerce Act, will be consistent 
with the public interest, will enable the Great Northern Pacific 
and Burlington Lines, Inc., as in the case of its predecessors in 
interest, to use service by motor vehicle to public advantage in 
its rail operations, and will not unduly restrain competition: 
(2) in Finance Docket No. 21479, that (a)the proposed issuance by 
Chicago, Burlington & Quincy Railroad-Company of not exceeding 
$70 million principal amount of its first and refunding4-percent 
bonds, due August 1, 2010, (b) issuance by the Great Northern 
Pacific and Burlington Lines, Inc., not exceeding 17. 5 million 
shares of common capital stock, without par value and of not 
exceeding 3,102,333 shares of preferred stock, par value $10 
each, and not exceeding $71,500,000 principal amount Series A 
Consolidated Mortgage 4-percent bonds, due October 1, 1984; (c) 
assumption by the Great Northern Pacific & Burlington Lines, 
Inc., of the obligations and liabilities of the Great Northern Rail-
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way Company, Northern Pacific Railway Company, Pacific Coast 
R. R. Co. and the Chicago, Burlington & Quincy Railroad Company 
and companies subsidiary to or affiliated with them, including 
obligations contingently guaranteed solely by them or jointly with 
other guarantors, and, during the term of the lease of the Spokane, 
Portland and Seattle Railway Company, the obligations and 
liabilities of the lessor and companies subsidiary to or affiliated 
with said lessor, including obligations contingently guaranteed 
solely by the lessor or jointly with others; and (d) the pledge by 
Great Northern Pacific & Burlington Lines, Inc., of $71,500,000 
principal amount of its Series A, Consolidated Mortgage4-percent 
Bonds; due October 1, 1984, as collateral security under Northern 
Pacific Collateral Trust Indenture; and the modification by the 
Great Northern Pacific & Burlington Line, Inc., of the status of 
the Northern Pacific Railway Collateral Trust Bonds through a 
supplemental indenture, all for the purposes set forth herein in 
connection with the transactions authorized in Finance Docket 
No. 21478, (a) are for lawful objects within the applicants' cor
porate purposes, and compatible with the public interest, are 
necessary and appropriate for and consistent with the performance 
of service to the public as common carriers and will not impair 
their ability to perform that service, and (b) are reasonably 
necessary and appropriate for such purpose, and should be 
authorized herein: and the modification andalterationofthe status 
of Northern Pacific Collateral Trust Bonds through a supplemental 
indenture thereto providing for assumption of Northern Pacific 
Railway Company's obligations under the Northern Pacific Col
lateral Trust Indenture, proposed substitution of collateral for the 
elimination of certain provisions of the Collateral Trust Indenture 
relating to substitution of collateral, and for grant of a right to 
the holders of the Collateral Trust Bonds to direct the manner of 
voting the pledged Series A Consolidated Mortgage bonds, is just 
and reasonable, and (a) within the scope of paragraph 1 of section 
20b of the Interstate Commerce Act, (b) will be in the public 
interest, (c) will be in the best interest of applicants, of each class 
of stockholders and of holders of each class of obligations affected 
by such modification or alteration, and (d) will not be adverse to 
the interest of any creditor of applicants not affected by such 
modification or alteration: (3) in Finance Docket No. 21480, that 
the present and future public convenience and necessity (a) 
require construction and · operation by Great Northern Pacific 
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& Burlington Lines, Inc., of connecting lines of railroad in 
Douglas County, Wis., Pine, Stearns, Wadena, Wilkin, Clay, and 
Polk Counties, Minn., Cass and Grand Forks Counties, N. Oak., 
Lewis and Clark County, Mont., Bonner County, Idaho, Spokane; 
Whitman and King Counties, Wash., and Multnomah County, Oreg., 
as set forth in appendix J hereto and; (b) permit abandonment by 
Great Northern Pacific & Burlington Lines, Inc., of portions of 
the lines of railroad of Great Northern Railway Company in Clay 
County, Minn., and Lewis and Clark County, Mont., and Spokane 
County, Wash.; and of portions of the lines of railroad of Northern 
Pacific Railway Company in Wilkin County, Minn., and Spokane 
County, Wash.; and (c) by Spokane, Portland and Seattle Railway 
Company, as lessor, in Spokane County, Wash., as set forth in 
appendix K hereto. 

An appropriate order will be entered. 

VICE CHAIRMAN TIERNEY, dissenting: 
In permitting consummation of this merger, the Commission has 

tossed away a golden opportunity to exercise meaningful control 
over the pending western merger proceedings.I The majority's 
action, if left unchecked by the courts, will restrict our alternatives 
in the pending proceedings-perhaps, confine us to a "Hobson's 
choice." 

In my judgment, the decision reached herein should be 
"tentative" until we decide the other major western railroad 
merger proceedings, at the very least, the C&NW-Milwaukee 
proceeding. This, along with the utilization of conditions prece
dent, hereinafter discussed, would give us effective continuing 
control over these western rail mergers. 

I recognize that this innovative procedural device precludes 
immediate consummation of the involved merger, thus postponing 
realization of some benefits to be achieved through consolidation 
rather than cooperation. However, the entering of a final order 
may force some parties, whose interests could well be satisfied 
in either the C&NW-Milwaukee or the Rock Island proceedings, to 
perhaps needlessly challenge this order, thus also delaying con
summation of this merger. 

In addition to . the time, effort, and money which the use of a 
"tentative" decision would s.ave for all parties and the Commis-

1Finance Docket No. 24182, et al., Chicago, Milwaukee and North Western 
Transportation Company-Consolidation-Chicago & North Western Railway Com· 
pany and Chicago, Milwaukee, St. Paul & Pacific Railroad Company (C&NW
Milwaukee); and Finance Docket No. 22688, et al., Chicago & North Western 
Railway Company-Control-Chicago, Rock Island & Pacific Railroad Com
pany (Rock Island), 
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sion, such an approach (1) would enable us to view the general 
railroad restructuring in the West in a sharper and more realistic 
perspective; (2) would inform all parties of our views with each 
"tentative" decision in the western realignment; (3) would allow 
us, after separate or consolidated proceedings-if such proceedings 
were necessary-to provide appropriate relief from the adverse 
cumulative and cross effects of a second or third merger in 
combination with the first-before the initial merger is firmly 
cemented; and (4) could be used to insure that effective rail 
competition remained in the northern and central corridors after 
consummation of any merger. Lastly, if and when our final orders 
are challenged, the courts would gain a total, as opposed to a 
fragmented, picture of our considerations in the western railroad 
mergers. Under the majority's approach, the courts and the 
parties are left to speculation. As the Supreme Court has 
emphasized repeatedly "We must know what a decision means 
before the duty becomes ours to say whether it is right or 
wrong." United States v. Chicago, M., St. P. & P.R. Co., 294 U.S. 
499, 511. 

At the present, we have only a partial picture of the eventual 
western railroad structure. In my judgment, until the total plan 
is before us it is impossible to reach a final decision in the public 
interest. Under section 5(2)(c) of the act, we are required to 
consider, among other things, "the effect upon the public interest 
of the inclusion, or failure to include, other railroads in the 
territory involved in the proposed transaction." The majority, in 
attaching the conditions subsequent, recognizes our lack of knowl
edge of what adverse cumulative and cross effects the approval of 
the second and third mergers in combination with this merger might 
have upon the public interest and upon other rail carriers within 
the involved territory. Geographically, this territory stretches 
from the Pacific Ocean to the Great Lakes. Because of such a 
vast expanse of territory the term, "*"' *other railroads in the 
territory involved "'"' *,'' in sections 5(2)(c) and (d) takes on 
added significance. In McLean Trucking Co. v. United States, 321 
U. S. 6 7, 87, the Supreme Court stated that we have the duty "to 
consider the effect of the merger on competitors and on the general 
competitive situation in the industry in light of the objectives of 
the national transportation policy.'' Those required statutory 
findings cannot be made with finality until the other merger 
proceedings are before us. 
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By the broad reservation of jurisdiction, the majority recognizes 
the close interrelationship between this proceeding and the other 
pending western merger cases. Postponing action in that fashion, 
however, entails an unnecessary risk of having the courts either 
(1) remand this proceeding for consideration in conjunction with 
the other merger proceedings or (2) affirm our order, but strike 
down some of the conditions imposed after consummation of the 
merger.2 At this stage of the western rail merger proceedings, 
we do not know the identity of the parties who may be adversely 
affected or the precise relief required to make the transaction 
consistent with the public interest. Moreover, we have no 
assurance at this time that we can draft conditions subsequent in 
the public interest which also will be equitable and acceptable to 
all parties concerned. Experience indicates that when consum
mation is permitted, there is little likelihood of enthusiastic 
acceptance of later imposed conditions. Furthermore, should a 
court, pursuant to applicants' urgings, strike down any condition 
subsequent as being inequitable or otherwise unacceptable, the 
merger stands-albeit stripped of the objectionable condition. 

Past mergercases demonstrate that conditions required as a 
prerequisite to consummation are excellent administrative tools. 
In Norfolk & w. Ry. Co. and New York, c. & St. L. R. Co. Merger, 
324 I.c.c. 1, we made the divestiture by the Pennsylvania Railroad 
of its holdings in Norfolk and Western Railway a condition of our 
approval. In Pennsylvania R. Co.-Merger-New York Central R. 
co., 327 I.C.C. 475, the Pennsylvania Railroad readily agreed to 
sell the Lehigh Valley to the Chesapeake and Ohio-Baltimore & 
Ohio Railroads, following a recommendation of the hearing 
examiners that such a sale should be required if it were later 
found to be in the public interest in order to assure New York 
City an additional competitive line. Further, Penn-Central 
acceded to taking over the passenger as well as the freight 
business of the New Haven Railroad. Contrast such uncontested 
acceptance with one example of a condition subsequent whereby 
the Norfolk and Western Railway was allowed to consummate 
its merger with the Nickel Plate several years ago, but it is still 
contesting the inclusion of the Erie Lackawanna Railroad, 
Delaware and Hudson Railroad, and the Boston and Maine Corpora
tion into its system. 

2Hereinafter, this type of condition will be referred to as a condition sub• 
sequent as distinguished from the condition precedent, or sometimes called a 
condition prerequisite, a condition which is specified· by us·, accepted by.the 
pertinent parties, and complied with-prior to the consummation of the merger. 
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If, however, we issue only "tentative" decisions before any 
merger is consummated, we can determine which parties may be 
adversely affected by the cumulative or cross-problems stemming 
from the combination of mergers and we can readily devise 
appropriate relief which might otherwise be litigated for years. 
Then, if some of the conditions precedent are unsatisfactory or 
even highly objectionable to applicants, they cannot consummate 
the merger and disavow the conditions. In such a situation the 
applicants, if they desire to consummate the conditioned merger, 
would undoubtedly hasten to advise us how, in their opinion, the 
same conditions could be equitably imposed, or the same ends 
accomplished-consistent with the public interest. This also 
would have the benefit of giving applicants a clear picture of what 
conditions are to be imposed on them rather than risking con
summating the merger with no idea of what may additionally be 
imposed on them in the future. 

I do not disagree that we have power to add on conditions after 
a merger has been consummated, given appropriate circumstances. 
My point is that it is easier for the agency and fairer to applicants 
and others to impose the conditions at the beginning. The other 
alternative would be for them to refrain from judicially challenging 
such conditions precedent. We have already witnessed a demon
stration by applicants of their willingness to accept conditions 
which initially were thought by them to be inequitable and in
appropriate-i.e., the Milwaukee and North Western conditions. 

Because of our limited funds and the shortage of personnel 
experienced in the merger field, this Commission should utilize 
every possible administrative device which enlists or insures the 
maximum constructive cooperation on the part of all western rail 
carriers, especially from the applicants to be merged, rather than 
adopting procedures which places a premium on applicants' 
judicially contesting conditions which may be specified and imposed 
long after the merger has been consummated. 

Although individual final reports were issued in each of the three 
northeastern rail consolidation proceedings, we were presented 
there with problems involving some financially weak rail carriers 
and other problems of a pressing nature. In the western merger 
picture, however, since there are none of those pressing problems, 
nor any policy, Commission or otherwise, demanding individual 
final reports seriatim, we should correlate these proceedings, 
thus insuring that all factors have been adequately considered and 
that the restructuring of the western railroads is in furtherance of 
the national transportation policy. 
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Section 17(3) of the act authorizes us to conduct our ,.proceed
ings under any provision of law in such manner as will best 
conduce to the proper dispatch of business and to the ends of 
justice." We have often recognized that we have the power, in 
appropriate circumstances, either to consolidate proceedings in 
which the issues are similar or closely related, or to postpone a 
particular decision when so required by the public interest. Like
wise, we can coordinate separate proceedings when necessary to 
secure the best possible results. I am not advocating a morato
rium on mergers; nor am I here insisting on a consolidation of all 
pending western merger proceedings. I would merely withhold 
entry of the statutory findings and the final order, labeling the 
decision "tentative." In my judgment, following this approach 
would place us in a better position to carry out our statutory 
functions. The other railroads in the involved territory would be 
more assured of proper protection-perhaps, better protection 
also. Certainly, the cooperation of all of the western rail appli
cants in the final disposition of these proceedings would be greatly 
enhanced. 

Turning now to the merits of the case, I am concerned with the 
effectiveness of the competition remaining in the northern corridor. 
Presently we have two large and relatively strong rail carriers 
and one relatively weak carrier in this corridor; and now with the 
majority's action there will be one very large and financially 
strong rail system and one relatively weak carrier. The Mil
waukee conditions will inject much needed vitality into that 
carrier; but on the evidence before us, I am unable to conclude 
that this railroad, absent further strengthening, will be a viable 
competitor of the merged applicants. 

Our attention has been called to the fact that this competitive 
deficiency is being emphasized by the Milwaukee officials in the 
C&NW-Milwaukee proceeding and that the Milwaukee conditions 
imposed here are being described therein as a "wash.'' The 
majority considers this a "collateral" attack and as being 
"unpersuasive," "too broad," and "not clearly established by 
the whole of the testimony.'' I cannot agree. That record is not 
before us. In fact~ the hearings are still being conducted. 

In the past, evidence of competitive impact has been withheld 
only to appear in a later proceeding in the form of evidence that 
the railroad adversely affected by the first merger must be 
permitted to merge with another railroad in order to protect 

aa 1 1.c.c. 



UPRRIG-000490

GREAT NORTHERN PAC.-MERGER-GREAT NORTHERN 297 

itself. In my judgment, we have the duty to examine that evidence 
in support of the second merger before disposing with finality .the 
first merger proposal, especially when it is obvious that the 
various aspects of the two proposals are interrelated. 

It is not my intent to deprecate the value of the Milwaukee 
conditions to the Milwaukee, for it is apparent that without these 
conditions the Milwaukee would not be an effective transcontinental 
competitor. This would be true even if its application in the 
C&NW-Milwaukee proceeding is successful. At the same time, 
however, exaggerated importance should not be attached to such 
conditions. In my view, the merged applicants, with their huge 
combined capital investments and superior solicitation forces, 
among other things, can undoubtedly minimize the competitive 
impact of the Milwaukee conditions. 

In summary, the point of my departure with the majority on the 
merits of these proceedings centers on their conclusion that the 
Milwaukee will be an effective competitor in the northern 
corridor. On the basis of the partial picture presently before us, 
in my judgment, a decision on that issue cannot be reached. Only 
after the evidence in the C&NW-Milwaukee proceeding is properly 
before us will we be able to make that determination. Only in the 
foregoing manner can the necessary direction and control of these 
proceedings be retained by the agency statutorily charged with 
the responsibility for rail mergers. 

COMMISSIONER BROWN' dissenting: 
I do not agree with the majority that the proposed transactions 

are shown to be consistent with the public interest. Reconsidering 
the matter at this time, after a rather limited further hearing, I 
am still not convinced that this merger should be approved. 
Applicants admittedly have entered into job protective agreements 
with various labor representatives which will adequately protect 
the interests of the railroad employees affected. Aside from this 
factor, which does not constitute grounds for approval of this 
unification, it is my opinion that the evidence has not changed 
materially from that previously considered. 

While applicants updated their estimated savings from the 
proposed consolidation at the further hearing, they made no 
thorough studies in several of the areas where they anticipated 
realizing a large part of their estimated savings. In the absence 
of such studies, it is my ·opinion that applicants have failed to 
prove their case in this respect and, accordingly, I still believe 

331 I.C.C. 



UPRRIG-000491

298 INTERSTATE COMMERCE COMMISSION REPORTS 

that the estimated savings will be more in the neighborhood of that
shown in the prior report and much less than that relied upon by 
the majority herein. 

The other salient factor to be reconsidered is the fact that 
applicants have now agreed to open up a number of gateways to 
the Milwaukee and North Western and it is apparent that this was 
done to. get these carriers to withdraw their objections to this 
merger. Similar situations occurred in other merger cases and, 
needless to say, it was necessary for this Commission to go 
beyond such agreements in order to properly decide those cases, 
as we are clearly required to do under the statutory criteria 
enunciated by Congress. On the basis of the record herein, I 
do not believe that these agreements will make the present 
Milwaukee an effective competitor of the merged Northern Lines. 
Therefore, if these transactions are approved, we will have a 
single railroad composed of the Great Northern, Northern Pacific, 
and Burlington, which are large, strong, and prosperous railroads, 
on the one hand, competing against the much weaker Milwaukee on 
the other. The opening of the gateways, and other conditions 
agreed to by these applicants, will not change the fact that there 
will still be a drastic lessening of competition, due primarily 
to the fact that the Northern Lines constitute either the majority 
or the only lines serving many of the points. I, therefore, do not 
believe that applicants have met their burden of showing that this . 
merger will be in the public interest. 

In approving the proposed transactions, the majority relies on 
reserving jurisdiction for a period of 5 years in two respects (1) 

for imposing such just and reasonable conditions as may be 
found necessary because of problems stemming from approval of 
this merger or any other merger, such as the Rock Island and 
Milwaukee cases, and (2) for the purpose of considering petitions 
by any railroad seeking inclusion in the merger authorized herein. 
It would appear to me that an approval of this type leaves more 
work to be done than has been accomplished thus far. In addition, 
even though the Rio Grande has taken the position that it will be 
affected by the . inclusion of the Burlington and that there is no 
pressing need to include that railroad at this time, the above 
conditions apparently are designed to take care of this problem 
some time subsequent to the approval of this merger. Viewing 
this matter from another angle, it appears to me that the roof of 
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the building has been completed and that the foundation and side 
walls will now have to be constructed. 

COMMISSIONER HARDIN did not participate. 

APPENDIX A 

THE MAJOR PROPOSALS 

The Northern Lines merger.-Pursuant to the terms of an agreement of 
merger dated January 26, 1961, between New Company and its directors, 
Great Northern and a majority of its directors, Northern Pacific and a 
majority of its directors, and Pacific Coast and a majority of its directors, 
and as approved by appropriate resolutions adopted by the boards of di
rectors of New Company, Great Northern, and Northern Pacific on January 
26, 1961, and by the board of directors of Pacific Coast on February 6, 1961, 
and by appropriate resolutions adopted by stockholders at meetings held by 
them, by affirmative vote of 73.81 percent (4,422,600 shares) of the outstand
ing shares of capital stock (6.64 percent, or 397,949 shares, voting against 
the proposals) of Northern Pacific on April 27, 1961, by affirmative vote of 
81,03 percent (4,929,931 shares) of the outstanding shares of capital stock 
(0.17 percent or 10,491 shares, voting against the proposals) of Great Northern 
on May 11, 1961, by affirmative vote of 100 percent of the outstanding shares 
of capital stock of New Company on May 11, 1961, Great Northern, Northern 
Pacific, and Pacific Coast would be merged into New Company.*** 

New Company would continue after the Northern Lines merger is effected 
as the surviving company, a Delaware corporation, exclusively. Its authorized 
capital stock would, on the Northern Lines merger date, be reclassified and 
increased from 200 shares without par value to 3,102,333 shares of preferred 
stock, par value $10 each, and 17,500,000 shares of common stock, no par 
value, and the outstanding shares of capital stock of Great Northern and 
Northern Pacific would be converted under the Northern Lines merger into 
capital stock of the New Company, as follows: (a) each share of capital stock 
of Great Northern outstanding in the hands of the public immediately prior to 
the Northern Lines merger date would be converted into one share of common 
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stock and one-half share of preferred stock of the New Company, and (b) each 
share of capital stock of Northern Pacific outstanding in the hands of the 
public immediately prior to the Northern Lines merger date would be con
verted into one share of common stock of the New Company.*** 

* * * * * * * 

The. Northern Lines merger agreement further provides that upon the ef
fective date of the Northern Lines merger, New Company would become pos
sessed of all the rights, privileges, powers, and franchises (except any 
franchise to be a corporation of any State other than the State of Delaware), 
would be subject to all the restrictions, disabilities and duties of the con
stituent corporations, and all and singular, the rights, privileges, powers and 
franchises of each of them, and all properties and all debts due any of them 
would be vested in the New Company and would be thereafter as effectually 
the property of New Company as such were formerly the property of any of 
the constituent corporations and without further act or deed New Company 
would succeed to title to the real estate interests of each company, would be 
responsible and liable for all the debts, liabilities and duties of the con
stituent corporations and would be substituted in their stead as the party of 
interest in any existing claims or actions by or against either of the constituent 
corporations, assume all obligations and liabilities of Great Northern and 
Northern Pacific in respect of securities outstanding; and rights of creditors 
and all liens upon properties of any of constituent corporations would be 
preserved unimpaired and all debts and liabilities of constituent corporations 
would attach to New Company and may be enforced against it to the same 
extent as if incurred by it. New Company would assume all contracts, mort
gages, deeds of trust and indentures made by Northern Pacific, Great Northern, 
or Pacific Coast or their predecessors and other supplements and amendments 
thereto and all bonds and other obligations secured thereby, 

The Northern Lines merger agreementfurtherprovidesthatneither Northern 
Pacific nor Great Northern, without the consent of the other, shall, prior to 
merger date of the termination oftheagreement(a) declare dividends in excess 
of $2.60 per share per annum in the case of Northern Pacific, and $3 per share 
per annum in the case of Great Northern, or declare any stock dividend or make 
any other distribution on its capital stock, or make any purchase thereof at a 
price in excess of the then current market price; (b) issue or sell any shares 
of its authorized but unissued capital stock (except that Northern Pacific may 
issue shares to satisfy restricted stock options outstanding as of July 151 

1960) or any security convertible into capital stock, or issue or grant any 
option or warrant to purchase capital stock except those issued or granted pur
suant to its restricted stock option plan in effect on January 26, 1961, each to 
have at Northern Lines merger date in its treasury shares of its own stock at 
least equal in number to the number of shares then optioned under its plan, 
except in the case of Northern Pacific, shares optioned on or before July 151 

1960; or (c) sell any of its treasury stock except to satisfy restricted stock 
options. 

The Northern Lines merger agreement further provides that New Company 
will take such action as may be appropriate so that after the Northern Lines 
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merger date (a) holders of option agreements entered into pursuant to the 
Northern Pacific restricted stock option plan shall be entitled to purchase 
one share of New Company common stock for each share of Northern Pacific 
stock subject to such option agreements, for the same price and upon the 
same terms and conditions stated in such option agreements, and (b) holders 
of warrants issued pursuant to Great Northern restricted stock option plan 
shall be entitled to purchase one share of New Company common stock and 
one-half share of New Company preferred stock (or such other number of 
shares of such common stock or preferred stock or both or on such terms 
as shall be required to avoid modification of the options within the meaning 
of the Internal Revenue Code) for each share of Great Northern stock subject 
to such warrants, for the same aggregate price and upon the same terms and 
conditions (subject to appropriate provision with respect to fractional shares 
and except as such terms and conditions may be altered avoid modification of 
the options as aforesaid) stated in such warrants. It further provides that 
following the Northern Lines merger date no options would be granted under 
the Northern Pacific restricted stock option plan or the Great Northern stock 
option plan. 

* * * * * * * 

Pursuant to resolution adopted at a meeting of holders of more than two-thirds 
of the principal amount of bonds outstanding under Northern Pacific collateral 
trust indenture, dated October 1, 1954, held Apri120, 1961, there was approved 
an amendment of the indenture to be effected by a supplemental indenture per
mitting the substitution of New Company's consolidated mortgage 4-percent 
bonds, series A, due 1984, for Northern Pacific refunding and improvement 
mortgage bonds, series E, due July 1, 2047, as collateral security thereunder, 
and the elimination of certain sections of the collateral trust indenture, 

The Northern Lines merger agreement ls in conventional form to effect a 
statutory merger under Delaware law. In the statutory merger, the surviving 
company, here New Company, a party to the agreement and an applicant, or
ganized in Delaware to become the surviving corporation in the unification, 
now a subsidiary of Great Northern and Northern Pacific would remain so until 
the Northern Lines merger ls effected, whereupon it would by operation of law 
become the corporate successor of Great Northern, Northern Pacific and 
Pacific Coast, which would cease to exist as separate corporations, would issue 
its stock for the assets, properties and franchises of the companies being 
liquidated and assume all of their obligations.* * * 

The Btfl'lington merger.-Pursuant to the terms of another agreement of 
merger also dated January 26, 1961, entered into between New Company and 
its directors and Burlington and a majority of its directors, as approved by 
appropriate resolutions of their respective boards of directors on January 
26, 1961, and as approved by appropriate resolutions adopted by stockholders 
at meetings held by them, by affirmative vote of 100 percent of the outstanding 
shares of capital stock of New Company on May 11, 1961, and by affirmative 
vote of 99.5 percent (1,700,463 shares) of the outstanding shares of capital 
stock (0.02 percent or 310 shares voting against the proposal) of Burlington on 
May 3, 1961, Burlington would be merged into New Company.*** 
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New Company would continue after the merger as the surviving company, a 
Delaware corporation exclusively. Its authorized capital stock on the Burling
ton merger date, as on the Northern Lines merger date, would be 3,102,333 
shares of preferred stock, par value $10 each, and 17,500,000 shares of com
mon stock, no par value, and the outstanding shares of capital stock of Burling
ton in the hands of the public would be converted under the Burlington merger 
agreement into capital stock of New Company, as follows: each share of stock 
of Burlington outstanding immediately prior to the Burlington merger date (other 
than such shares as are then owned by New Company) would be converted into 
three and one-quarter shares ofcommonstockofthe New Company, All shares 
of the capital stock of Burlington owned by New Company and any treasury 
shares of Burlington would be retired and canceled and no shares of capital stock 
or other securities of New Company would be issued in respect thereof, and the 
separate corporate existence of Burlington would be terminated on the Burlington 
merger date. 

* * * * * * * 

The Burlington merger agreement contains similar provisions in respect of 
merging of assets and assumption of liabilities of Burlington into New Company 
on the Burlington mergerdateaspreviouslydescribedunder the Northern Lines 

_ merger. 
The Burlington merger agreement furtherprovides(l) that after the Northern 

Lines merger agreement shall become effective, Burlington will, subject to 
necessary approvals of regulatory authorities, sell to New Company $70 million 
principal amount of its first and refunding mortgage series of 2010 4-percent 
bonds, to be issued underandpursuanttoBurlington's first and refunding mort
gage dated February 1, 1921, at a price in· cash of $70 million, plus accrued 
interest (if any) on such bonds to date of sale, such sale to be made prior to the 
merger date as New Company may appoint but not before the effect! veness of the 
merger provided for in the Northern Lines merger agreement, and such sale by 
Burlington would be a condition to the obligation of New Company to consummate 
the Burlington merger agreement, and (2) that New Company would purchase 
such bonds and immediately thereupon pledge same under New Company's new 
consolidated mortgage to be executed and delivered to it, subsequently dis
cussed herein with more particularity. In that connection, in the event of 
merger, the $17,632,000 principal amountofNorthernPacificrefunding and im
provement bonds series A would be redeemed and canceled. 

* * * * * * * 

The SP&S lease.-Under the terms of a proposed indenture of lease, between 
SP&S and New Company, whichwasapprovedbythe boards of directors of Great 
Northern, Northern Pacific and New Company on January 26, 1961, and by the 
board of trustees of SP&S on February 7, 1961, and by appropriate resolution 
adopted by the stockholders of New Company at a meeting held May 11, 1961, 
and by appropriate resolution adopted by the stockholders of SP&S on May 10, 
1961, SP&S would lease all of its properties and assets, including investments, 
current assets and after-acquired property to New Company for a term of 10 
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years from and after the effective date of the lease, except SP&S's franchises 
to be a corporation and its corporate books and records, to the extent required 
for its proper performance of the terms and conditions of the lease, such lease 
of properties and assets subject to (a) lien of SP&S first mortgage, dated March 
1, 19111 and all amendments and supplements thereto and extensions thereof, 
and the lien of any other mortgage or mortgages which may, with the written 
'consent of the lessee, be placed on the lease property on any part thereof, in 
replacement of the said first mortgage, after the effective date of the lease; 
(b) the lien of SP&S's equipmenttrustand conditional sale agreements specified 
in the lease; and (c) all other mortgages, trusts and other encumbrances upon 
affecting the demised premises existing on the effective date of the lease or 
thereafter created or entered into by SP&S with the consent of lessee. 

The lease indenture further provides that lessee would pay as rent for the 
lease: (a) all obligations reasonably incurred by lessor to preserve the fran
chises and corporate existence of lessor; (b) all taxes, assessments, and other 
governmental charges (with right of reimbursement from lessor for those 
chargeable to capital account) lawfully levied or assessed against the leased 
property or the earnings or income thereof, or against the lessor or the les
sor's interest in the lease or the income received by lessor, or paid for its 
account, under the lease; (c) all rental and other charges (with right of re
imbursement from the lessor for those chargeable to capital account) for 
which lessor may be liable in respect of trackage and other rights included 
in the leased property or acquired by the lessor wi~ the approval of the lessee; 
(d) all interest, including current amortization of discount and expense, ac
cruing on bonds, notes or other obligations in respect of which the lessor is 
liable, except such obligations as are owned by the lessee or its successors 
or nominees; and (e) amounts payable as pension benefits under the lessor's 
existing pension plan to persons, and widows of such persons, on or entitled 
to be on its pension rolls on the effective date of the lease. 

Additionally, lessee would pay, or account for amounts equal to deductions 
or similar allowances which would pay, or account for amounts equal to deduc
tions or similar allowance which lessee is entitled to claim for each calendar 
year under the Internal Revenue Code for depreciation, depletion or amortiza
tion in respect of the leased property, for retirement or abandonment of 
depreciable, depletable or amortizable property constituting part of the leased 
property solely on account of casualty, obsolescence, or other cause not ade
quately provided for in determining the rates of depreciation, depletion or 
amortization, and for retirement or abandonment of nondepreciable leased 
property. 

* * * * * * * 

The lease indenture further providesthatlesseewouldbe obligated to operate 
and maintain the leased property at its own expense, and to perform all cove
nants, terms, and conditions to be performed by the lessor under any lease, 
trackage or other agreement, mortgage, indenture or other instrument in force 
at the lease date or thereafter entered into by lessor with approval of lessee. 
Lessee would also be obligated to pay for the account of lessor, with right of 
reimbursement, all liabilities arising out of lessor's operation of the leased 
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property prior to the lease date and the principal when due on all bonds, notes 
and other obligations or evidences of indebtedness in respect of which lessor 
is liable other than those held by lessee, 

The lease indenture further provides that lessee may, for the account of 
lessor with right of reimbursement, add to, better improve or extend the leased 
property, and acquire other property, of whatever character, which lessee should 
deem in the lessor's interest for lessor to acquire, and subject to account to 
lessor for the net cash proceeds, abandon, retire, sell, exchange or otherwise 
dispose of any of the leased property. Subject to certain provisions for account 
to lessor, lessee may exercise all right oflessor with respect to all securities 
and investments of lessor included in the leased property, including the right 
to receive all dividends and interest thereon, to exercise voting rights, and 
to dispose of or encumber such property, · 

It further provides that for the purpose of refunding obligations of lessor, 
and financing or reimbursing lessee for payments of principal and sinking 
funds on obligations of lessor, capital expenditures in respect of the leased 
property, and other expenditures for the account of lessor, the latter would 
issue and deliver to lessee at its request bonds, notes or other obligations 
or evidence of indebtedness, subject to any necessary governmental approval; 
also for joinder by lessor in extensions or other modifications of bonds, notes 
or other evidences of indebtedness which in the judgment of lessee can be pro
cured on terms reasonable and in the interest of lessor. 

Provision is made for surrender and delivery of the leased properties to 
lessor upon termination of the lease by lapse of time or default, for termina
tion upon default under any mortgage or other lien on the leased property re
quiring that a lease of lessor's property shall be terminable on such default, 
and for an accounting and settlement between the parties. 

* * * * * * * 
THE RELATED PROPOSALS 

Acquisition of int,erests insubsuiiaries or affiliates .-Coincidentally with con
summation of the Northern Lines merger, New Company would acquire through 
stock ownership, such sole or joint control, as the case may be, of other car
riers as well as all direct or indirect interests which those carriers have in 
other carriers or their properties, and other properties, which Great Northern 
and Northern Pacific might hold immediately prior to consummation of that 
transaction, 

Similarly, with subsequent consummation of the Burlington merger, and 
coincidentally therewith, New Company would acquire through stock owner
ship, such sole or joint control, as the case may be, of other carriers as well 
as direct or indirect interests which those carriers have in other carriers or 
their properties, and other properties, which Burlington might hold im
mediately prior to consummation of that transaction. 

Coincidentally with consummation of the SP&S lease transaction, New Company 
would acquire for the duration of the lease term, such sole or joint control, as 
the case may be, of other carriers as well as all direct or indirect interest 
which those carriers have in other carriers or their properties, and other 
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properties, which SP&S might hold immediately prior to consummation of the 
lease transaction. In addition, NewCompanywouldalsoacquire on the effective 
dates of the respective merger transactions and on the date of the lease trans
action, all the direct and indirect interest which those carriers have in other 
carriers and other significant companies. 

Acquisition of motor carrier operations.-A significantaspectofthe proposal 
in the aggregate involves the motor carrier subsidiaries of applicants and motor 
carrier operations related thereto. Following approval and consummation of the 
Northern Lines merger transaction, New Company would acquire(l) among the 
assets and properties of Great Northern (a) certificates of public convenience 
and necessity in the name of Great Northern authorizing the conduct of motor 
common carrier operations in interstate or foreign commerce in the transporta
tion of property and. passengers, and (b) the capital stock of S&DT, a wholly 
owned subsidiary motor common carrier of property, and (2) among the assets 
and properties of Northern Pacific, the capital stock of NP Transport, a wholly 
owned subsidiary motor common carrier of property and passengers. * * * 
Following approval and consummation of the Burlington merger transaction, 
New Company would acquire among the assets of Burlington (a) certificates of 
public convenience and necessity in the name of Burlington authorizing the 
conduct of motor carrier operations in interstate or foreign commerce in the 
transportation of property and passengers, ***and (b) the capital stock of 
BTL, a wholly owned subsidiary motor common carrier of property.*** 

* * * * * * * 

The motor carrier rights of Burlington are limited. The routes do not con
nect with each other or wlth Great Northern's routes. Burlington's motor 
carrier rights were obtained by the railroad at the time certain train service 
was removed, Some authorize the transportation of passengers, mail, express 
and baggage; others authorize the handling of head-end traffic or, in some in
stances, general coII_lmodities, Burlington provides some of those services with 
its own employees. Some of those services are provided by its wholly owned 
subsidiary BTL under contract. MostofBurlington'scertificatesare restricted 
to service which is auxiliary to or supplemental of rail service. 

Great Northern•s operations as a motor common carrier of general com
modities generally parallel its lines of railroad in Montana east and south of 
Whitefish, with a few scattered operations in Oregon, North Dakota and Min
nesota, and as a motor common carrier of passengers in Montana and North 
Dakota. Most of Great Northern's certificates are restricted to service which 
is auxiliary to or supplemental of rail service. 

The motor carrier rights now held by Burlington and Great Northern would 
be acquired directly by New Company through the two merger proceedings as 
part of the assets of those companies. The Burlington rights do not authorize 
service nor do the operations connect at any point served by Great Northern
as they involve operations in widely different and unrelated areas. 

The capital stock of the three subsidiaries BTL, NP Transport and S&DT, 
wholly owned by Burlington, Northern PacificandGreatNorthern, respectively, 
are part of the general properties to be acquired by New Company as reflected 
in the application for authority herein whereby New Company would acquire 
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control of carriers subsidiary to Great Northern, Northern Pacific and Bur
lington. No change in the separate corporate identity of those subsidiaries of 
the service performed by them is contemplated. 

* * * The authority held by S&DT is limited to service which is auxiliary to or 
supplemental of rail service. Virtually all of BTL's operating authority is un
restricted in that respect. The operations of NP Transport in Idaho, Washing
ton, Oregon and a small segment of route in Montana west of Missoula are 
subject to restriction of service auxiliary to or supplemental of rail service, 
but the remainder of NP Transport'soperatingauthority, with some exceptions, 
is unrestricted. NP Transport•s operating authority, unlike those of BTL and 
S&DT include rights to transport passengers. 

* * * * * * * 

Acquisition of trackage rights .-As previously indicated, Great Northern, 
Northern Pacific, Burlington and SP&S each hold trackage rights to operate 
over lines of other railroads and utilize jointly with other lines common ter
minals or passenger station facilities. New Company would, under the trans'." 
actions here in addition, on the day of merger in each of the merger trans
actions, and on the day of lease on the date the lease transaction is consum
mated, acquire among the assets of the named carriers from the other appli
cant companies and in the case of the SP&S during the term of the lease, 
such property rights. Moreover, other agreements in effect permit use by other 
lines of portions of the lines of certain applicants, the obligations of which New 
Company would assume. All such trackage rights and joint use agreements 
* * * and the terms of those agreements, covering such rights generally are in 
standard form and provide for payments on a user basis. 

* * * * * * * 

Securities transactions 

Issuance of stock.-As previously indicated, New Company has outstanding 
200 shares of common capital stock, no par value, owned 100 shares each 
by Great Northern and Northern Pacific. Under the Northern Lines merger 
agreement, and subject to consummation of the transaction covered thereby, 
those shares would be retired and canceled upon accomplishment of that 
merger transaction and the authorized capital stock of New Company would 
be reclassified and increased to 3,102,333 shares of preferred stock, par 
value $10 each, and 17,500,000 shares of common stock, no par value, for 
the issue of which New Company seeks authority under section 20a. 

Preferred stock.-The preferred stock would befullypaidand nonassessable, 
have a par vaiue of $10 per share, and be entitled to fully cumulative dividends, 
payable quarterly, at the rate of 51/2 percent per annum, and no more, when 
and as declared by the board of directors out of funds legally available there
for, and to the benefit of cumulative mandatory sinking fund for its retirement, 
and no dividends would be declared or paid on the common stock unless divi
dends at the rate of 5 1/2 percent per annum, and no more, including arrearages, 
have been paid or declared, and funds sufficient to pay the same have been set 
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aside for that purpose, and the requirements of the mandatory sinking fund with 
respect to preceding calendar year and all deficiencies, if any, in the mandatory 
sinking fund for prior calendar years have been satisfied, 

On and after the fifth year following accomplishment of the Northern Lines 
merger and continuing so long as any preferred stock is outstanding, New 
Company, as and for a mandatory sinking fund, for said preferred stock, out 
of net assets legally available therefor after payment of dividends on the 
preferred stock, would retire shares of the preferred stock at an annual rate 
of 4 percent of the total par value of such preferred stock issued on the merger 
through redemption or cancellation of such shares of preferred stock there
tofore purchased by it at or below par value plus accrued dividends, (such 
purchase shares to be valued for sinking fund purposes at par), or both. New 
Company may at its election, (any deficiency in the mandatory sinking fund for 
prior year having been ma.de up), as and for an optional sinking fund in any one 
or more of such calendar years, so to redeem or cancel shares of such pre
ferred stock theretofore purchased by it, or both, up to but not in excess of an 
addltlonal 4 percent of the total par value of the preferred stock issued on the 
merger, and the aggregate of amounts by which mandatory sinking fund re
quirements have been so anticipated in any year or years may be credited 
against such sinking fund r_equirements for subsequent years; provided that in 
no event would New Company be relieved for more than 2 consecutive calendar 
years from the mandatory sinking fund requirement of purchasing and canceling 
or of redeeming, or both, in each calendar year 4 percent of the total par value 
of preferred stock issued on the merger. Preferred stock would be redeemable 
for sinking funds purposes at par plus accrued dividends, 

New Company may at its option redeem the preferred stock on and after the 
fifth year after Northern Lines merger consummation date at the following 
percentages of par plus accrued dividends thereon: In the first 2 years there
after, 105 percent; in the next 2 years, 104 percent; in the next 2 years, 103 
percent; in the next 2 years, 102 percent; in the next 2 years, 101 percent, and 
thereafter, 100 percent, 

In the event of liquidation preferred stockholders would be entitled to receive 
before any payment on the common stock the then applicable optional redemption 
price previously described under certain conditions, otherwise its par value plus 
accrued dividends. New Company may not voluntarlly liquidate without approval 
of the holders of a majority of the preferred stock. 

At any time when dividends are in arrears on the preferred stock, New 
Company may not redeem less than all of the preferred stock without approval 
of the holders of two-thirds of the preferred stock, or purchase any preferred 
stock except upon offer to all holders ofpreferred stock, Holders of preferred 
stock would not be entitledtovoteonany matter, except as provided by the laws 
of Delaware, and except in event dividends are in arrears in aggregate amount 
equal to six quarterly dividends, in which event holders of preferred stock would 
be entitled, voting as a class, to elect two directors at the next annual meeting, 
which voting rights would continue until such time as such arrearages have been 
paid, and New Company may not authorize the issue of any stock entitled to 
dividends to share in liquidation in priority to the preferred stock, and may 
not otherwise amend its certificate of incorporation in any way adversely af-
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fecting interests of preferred stockholders without approval by holders of two
thirds of the preferred stock, but no vote of the preferred stock would be re
quired to increase the authorized amount of preferred stock or create one or 
more classes of preferred stock so long as such class or classes rank sub
ordinate to the preferred stock either as to dividends or liquidation. 

Common stock.-The common stock of New Company proposed to be issued 
under the merger agreements would be fully paid and nonassessable, entitled 
to dividends, subject to the previously described conditions concerning the 
preferred stock, when and as declared by the board of directors of New Com
pany, out of funds legally available therefor, and entitled to one vote per share 
for directors and on all other matters. 

Upon the Northern Lines merger consummation date, each share of Great 
Northern stock then outstanding in the hands of the public would be converted 
into one share of common stock and one-half share of preferred stock of New 
Company, and each share of Northern Pacific stock then outstanding in the hands 
of the public would be converted into one share of common stock of New Com
pany. No new securities would be issued in respect of the shares of common 
stock of Pacific Coast. No fractional shares of New Company's preferred 
stock or scrip certificates therefor would be issued in respect of conversion 
of the shares of Great Northern common stock, but in lieu thereof provision 
is made to enable stockholders entitled tofractionalinterest to either sell such 
fractional interest or purchase such additional fractional interest necessary to 
entitle such stockholder to a full share of preferred stock. No new securities 
would be issued in respect of Great Northern's common stock then held in its 
treasury, or in respect of directors' qualifying shares. New Company would 
reserve out of its authorized capital stock (a) sufficient shares of its common 
stock and preferred stock to satisfy options granted under Great Northern's 
restricted stock option plan, and (b) sufficient shares of its common stock to 
satisfy options granted under the Northern Pacific restricted stock option plan, 
and, in each case, which maybe outstanding on the Northern Lines merger con
summation date. 

Upon the Burlington merger consummation date, each share of Burlington 
common stock outstanding in the hands of the public would be converted into 
three and one-quarter shares of common stock of New Company. No new 
securities would be issued in respect of shares of Burlington common stock 
owned by Great Northern and Northern Pacific or then held in Burlington's 
treasury. No fractional shares of New Company's common stock or scrip 
certificates therefor would be issued in respect of Burlington common stock. 
In lieu thereof, fractional interests would be treated similarly so that provided 
for the preferred stock issuable upon conversion of Great Northern common 
stock. 

* * * * * * * 

Issuance of. bonds.-ln the proposed program of unification, there are pre
sented two separate and distinct requests for authority to issue bonds; one by 
Burlington, the other by New Company. * * * 

Subsequent to consummation of the Northern Lines merger, and prior to 
consummation of the Burlington merger and execution of the supplemental 
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indenture whereby New Company would assume the Burlington mortgage, 
Burlington would issue and sell to New Company $70 million principal amount 
of its first and refunding mortgage series of 2010 4-percent bonds, These 
bonds would be issued under and secured by Burlington's first and refunding 
mortgage, dated as of February 21, 1921, under which The First National City 
Bank of New York and Jacob M, Ford ll are trustees in part for the surrender 
for cancellation of $10,140,000 principal amountoffirstand refunding mortgage 
41/2-percent bonds, series of 1970, due August 1, 1970, and $19,729,000 prin
cipal amount of first and refunding mortgage 4-percent bonds, series of 1998, 
due February 1, 1998, now held in Burlington's treasury, and the balance of 
$40,131,000 on account of additions and betterments to the property subject to 
the lien of the mortgage, 

The Burlington bonds would be dated on the interest payment date next 
preceding the date of authentication, would bear interest at 4-percent per annum 
payable semiannually on the first days of February and August of each year, 
would mature on the first day of August 2010, would be issued in the principal 
amount of not to exceed $70 million would be issued as coupon bonds in the 
denomination $1,000 or as registered bonds without coupons in denomination 
of $1,000 or any multiple thereof, interchangeable asto form, would be payable 
at the office or agency of Burlington in New York, and would be redeemable 
before maturity on any interest date on 9 weeks' published notice at their 
principal amount and accrued interesL No sinking fund would be provided for 
the redemption of payment of the series 2010 Burlington bonds or any part 
thereof, The series of bonds would not be. converted into shares of capital 
stock of Burlington. The sale of the bonds would be made for cash at par and 
accrued interest, if any, * * * As regards the problem of conflict of liens, it 
is noted that, as indicated, Great Northern and Northern Pacific each own 
830,179 shares, or 48,59 percent of the issued and outstanding shares of 
Burlington. Of the shares owned by Great Northern, 829,337 are pledged as 
security under Great Northern's general gold bond mortgage; and of the shares 
owned by Northern Pacific, 829,337 are pledged as security under Northern 
Pacific's refunding and improvement mortgage, Each mortgage permits 
consolidation or merger with the mortgagor or of a company whose stock is 
pledged thereunder, but requires that upon such consolidation or merger all of 
the properties of the company whose stock is pledged shall be subjected to the 
lien of the mortgage. Such provisions would, of course, require that upon 
merger of Burlington all of the property of Burlington be subject to the lien of 
both mortgages, Because the provisions conflict and are obviously inconsistent, 
they could not both be satisfied, Accordingly, to effect the proposal, it would 
become necessary to satisfy and discharge one of the mortgages prior to merger 
of Burlington with the parent companies, 

* * * * * * * 

The issue and sale by bonds of Burlington to New Company is designed to (1) 
enable the latter to pledge the bonds under its proposed-to-be-created consoli
dated mortgage, subsequently discussed, and strengthen materially the security 
for the consolidated mortgage, and (2) preserve the bonding power presently 
available in the Burlington properties, Upon pledge of the bonds by New Com-
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pany under the consolidated mortgage, that mortgage would become an indirect 
lien on the Burlington properties, and upon the subsequent accomplishment of 
the merger transactions, no further bonds would be issuable under existing 
Northern Pacific, Great Northern and Burlington mortgages, except(l) Burling
ton bonds for the purpose ofpledgeunderthe Great Northern general mortgage, 
and (2) Great Northern bonds for the purpose of pledge under the consolidated 
mortgage. However, the Burlington first and refunding mortgage would be 
closed against any publicissueofaddltionalbondsby the provisions of the Great 
Northern general gold bond mortgage to which the Burlington properties would 
be subject. 

* * * * * * * 

In order that New Company be provided wltha satisfactory financing vehicle, 
the proposal in the aggregate contemplates, among other things, that a new, 
modern, flexible, and systemwide consolidated mortgage covering generally the 
railroad properties of the three principal railroad applicants be created by New 
Company, which consolidated mortgage would be strengthened by the pledge 
under it prior to the Burlington merger of $70 million principal amount of 
Burlington first and refunding mortgage bonds presently issuable under that 
mortgage. Upon effecting the Burlington merger, that mortgage would be 
closed against any public issue of additional bonds by the provisions of the 
Great Northern gold bond mortgage to which the Burlington properties would 
be subject. 

If bonds issued under the consolidated mortgage were to be substituted for 
the Northern Pacific series E bonds now pledged under the Northern Pacific 
collateral trust indenture, the consent of the holders of two-thirds of the 
Northern Pacific collateral trust bonds would be required, because the con
solidated mortgage would not have a lien equivalent to that of the Northern 
Pacific refunding and improvement mortgage on the properties of Northern 
Pacific, the Burlington stock would disappear and the Great Northern general 
gold bond mortgage would be a lien on the Burlington properties prior to the 
consolidated mortgage, • 

In summary, the consolidated mortgage, upon completion of the unification 
program, would be secured by a lien on the properties of New Company gen
erally as follows: (a) after the Northern Lines merger transaction has been 
accomplished by (1) a lien on the railroad properties of Northern Pacific equi
valent to the lien which presently secures the Northern Pacific refunding and 
improvement mortgage, being a first lien on approximately 1,390 miles 
(principally branch lines) and a third lien on the balance, and (2) a second 
lien on the railroad properties of Great Northern (other than the Klamath 
Falls division) which are subjected to the first lien of the Great Northern 
general mortgage, and (b) after the Burlington merger transaction has been 
accomplished by (1) a third lien on the railroad properties of Burlington which 
are the subject to the first lien of the Burlington first and refunding mortgage 
and further subject to the lien of the Great Northern general mortgage, to which. 
latter mortgage as of the date of accomplishment of the Burlington merger 
transaction such Burlington properties would be subjected, and (2) an indirect 
first lien on such Burlington properties through the pledge of the $70 million 
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principal amount of Burlington first and refunding mortgage bonds. After uni
fication, no further bonds will be issuable under existing Northern Pacific, 
Great Northern and Burlington mortgages except Burlington bonds for the pur
pose of pledge under the Great Northern general mortgage and Great Northern 
bonds for the purpose of pledge under the consolidated mortgage. 

The New Company series A consolidated mortgage bonds are proposed to 
be issued under and secured by the New Company consolidated mortgage 
creating such series and authorizing such bonds to be authenticated and de
livered as per draft of record, under which the trustees would be Morgan 
Guaranty Trust Company of New York and such individual trustee as may be 
required by law. The bonds would be pledged under the Northern Pacific 
collateral trust indenture, would mature October 1, 1984, would bear interest 
at the rate of 4 percent per annum, payable semiannually on April 1 and October 
1 of each year, would be issued as coupon bonds in the denomination of $1,000 
or as registered bonds without coupons in the denomination of $1,000 or any 
multiple thereof, interchangeable as to form, would be payable at the office 
or agency of New Company in New York, N. Y,, and would be subject to re
demption at any time as a whole at. the option of New Company at 102 percent 
of their principal amount to and including July 1, 1965, thereafter at 101 per
cent of their principal amount to and including July 1, 1970, and at 100 percent 
of their principal amount thereafter, in each case with accrued interest to date 
of redemption. 

In addition to providing for issuance of the series A consolidated mortgage 
bonds for purpose above described, the major provisions for such issuance of 
bonds would permit issuance as follows: (1) at any time in aggregate principal 
amount equal to aggregate principalamountofGreatNorthern general mortgage 
bonds issuable under Great Northern general mortgage on the latest practicable 
date prlor to Northern Lines merger andofNorthern Pacific refunding and im
provement bonds which wouldhavebeenissuableunderNorthern Pacific refund
ing and improvement mortgage on such date ( considering as to latter restrictions 
imposed by Northern Pacific collateral trust indenture on further issuance under 
the Northern Pacific refunding and improvement mortgage),*** (2) $70 million 
principal amount of bonds at any time after discharge of the Northern Pacific 
collateral trust indenture and cancellation of the series A consolidated mortgage 
bonds, (3) for refunding debt having a prior lien on property subject to the con
solidated mortgage, as well as for purpose of refunding previously issued series 
of consolidated mortgage bonds, other than series A bonds, and (4) for purpose 
of providing for 75 percent of cost of acquisition (subject to adjustments) of 
additions and betterments, additional lines of railroad and other transportation 
lines, other property, and of common stock of companies owning properties of 
such character which as of the date ofissuance of consolidated mortgage bonds 
are more than 50 percent owned subsidiaries whose common stock is subject, 
or is to be subjected to, the consolidated mortgage, such acquired common 
stock to be subjected to the consolidated mortgage which would be a first lien 
thereon. 

* * * * * * * 

Simultaneously with accomplishment of the Burlington merger transaction, 
the proposal contemplates satisfaction of the Northern Pacific refunding and 
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improvement mortgage. In order to secure satisfaction of that mortgage, New 
Company would (1) issue, and with consent first obtained of the holders of two
thirds of the Northern Pacific collateral trust bonds, pledge its consolidated 
mortgage 4-percent bonds series A due 1984, in aggregate principal amount 
not to exceed $71,500,000 under the Northern Pacific collateral trust indenture 
in order to secure releaseofanequivalentprincipal amount of Northern Pacific 
refunding and improvement bonds then pledged under such indenture * * * ; (2) 
cancel and retire such Northern Pacific refunding and improvement bonds when 
released from the pledge; and (3) call for redemption of all of the then publicly 
held Northern Pacific refunding and improvement bonds and deposit with the 
trustee of the Northern Pacific refunding and improvement mortgage funds 
sufficient to effect such redemption at a price of llO plus accrued interest. 

Modificati<m of inde11t'!O'e.-The pledge of the series A consolidated mortgage 
bonds of New Company in substitution for and the release of the Northern Paci
fic refunding and improvement mortgage bonds, would be effected under a sup
plemental indenture to the collateral trust indenture. The bonds, authority for 
which modification and alteration is sought, are Northern Pacific collateral trust 
4-percent bonds, of which not exceeding $52,000 principal amount, due October 
1, 1984, were authorized to be issued under and pursuant to, and secured by a 
collateral trust indenture dated October 1, 1954, between Northern Pacific and 
the First National Bank of the City of New York, trustee, pursuant to authority 
granted in Finance Docket No. 18644, Northern Pacific Railway Company Bonds, 
290 1.c.c. 816, decided October 13, 1954. The bonds mature October 1, 1984, 
bear interest at 4-percent per annum payable semiannually April 1 and October 1 
of each year, are redeemable upon notless than 30 days' nor more than 60 days• 
notice at option of Northern Pacific, as a whole or in part at any time prior to 
maturity, and are entitled to the benefit ofa sinking fund annually of $1,300,000 
for the years 1960-1964, inclusive, and of $1,560,000 for the years 1965-
1969, inclusive.* * * 

* * * The proposed supplemental indenture to permit the substitution of con
solidated mortgage bonds for the pledged series E bonds, and amendment of 
the collateral trust indenture in other respects was approved at a meeting of 
the collateral trust bondholders held April 20, 1961, by affirmative vote of 
holders of approximately 88.77 percent in aggregate principal amount of the 
collateral trust bonds outstanding; no votes were cast against such proposal. 

* * * * * * * 

Summarizing, the previously described phase of the unification proposal 
would be accomplished as follows: Upon consummation of the Northern Lines 
merger transaction, New Company would purchase for cash from Burlington 
$70 million principal amount of Burlington bonds; New Company would then 
execute its consolidated mortgage on the railroad properties of Great Northern 
and Northern Pacific and pledge the new Burlington bonds thereunder; New 
Company would then issue under the consolidated mortgage and pledge under 
the Northern Pacific collateral trust iijllenture, in substitution for the pledged 
Northern Pacific $71,500,000 principal amount series E bonds, an equal princi
pal amount of its series A consolidated mortgage bonds; and New Company 
would then cancel the series E bonds and deposit with the trustee of the Northern 
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Pacific mortgage sufficient cash to redeem all of the publicly held Northern 
Pacific bonds. Thereafter, the Burlington merger transaction would be accom
plished, Burlington would be merged into New Company, the Burlington prop. 
erties would be subjected to the lien of the Great Northern mortgage, and then 
to the lien of the new consolidated mortgage. 

A-ssumption of obligations.-Concurrently with consummation of the Northern 
Lines merger agreement, New Company proposes toassumeall obligations and 
liability of Great Northern and Northern Pacific in respect of securities out
standing on the effective date of the merger, The obligations of Great Northern 
and Northern Pacific as of the latest available date of record consist of bonds 
secured by encumbrances on their properties, equipment obligations, and 
guarantees of the obligations of other companies. Pacific Coast has no secured 
or contingent liabilities,* * * 

Other related assumption of liability.-In connection with the major and re
lated transactions described for which authority is sought and required, New 
Company would also assume obligations of the merging carriers in respect of 
pension fund service liability. While such assumption of liability does not 
require authority from thisCommission, itispartand parcel of the transaction, 
is pertinent and shouldbediscussed, GreatNorthernhas had in effect a pension 
plan for the past 44 years. Participation in the plan is limited to salaried 
employees who are employed on a monthly basis and who are not compensated 
for overtime. The plan may be terminated and discontinued at any time by 
Great Northern through action of its board of directors with approval of 
stockholders. Participants in the plan may be eligible at retirement for 
pension benefits computed by multiplying the participant's years of continuous 
service by 1-1/2 percent of the average salary received during his last 60 
months of compensated employment, less the annuity received under the Rail
road Retirement Act, as amended, Pension benefits are limited to a maximum 
of 60 percent of the average earnings received during the last 60 months of 
compensated employment prior to retirement. The plan provides that a widow 
of a deceased participant will be entitled to benefits equal to one-half of the 
benefit computed under the plan for her husband, without deduction of the 
husband's Railroad Retirement annuity, but with deduction of the amount re
ceived by the widow as an annuity under the Railroad Retirement Act, as 
amended, 

* * * * * * * 

Northern Pacific has had a pension system since 1922, limited, with ex
ceptions, to salaried employees paid on a monthly basis and not regularly 
compensated for overtime, under which pensions were charged to expenses 
as paid. Effective December 1, 1960, the plan was modified and placed on a 
funded basis with respect to those previously retired and certain others, 
including eligible widows of deceased employees and pensioners. Under the 
funded plan, which may be terminated or modified by Northern Pacific at any 
time, such salaried employees may be eligible at retirement for pensions 
computed by multiplying the individual's allowable years of employment by 
1 3/8 percent of the average of the 5 highest paid years during the last 10 
years immediately preceding retirement but prior to age 70 and deducting 
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therefrom 85 percent of the annuity payable to him under the Railroad Retire
ment Act, as amended, subject to certain specified limitations. 

* * * * * * * 

Burlington has had a pension system since 1922, under which pensions are 
charged to expenses as paid. Under the plan as amended by its board of 
directors, effective January 1, 1952, which may be terminated or further 
modified by Burlington at any time, officers and certain employees (but 
not directors, as such), may be eligible at retirement for pensions computed by 
multiplying the individual's years of employment, but not in excess of 40 years, 
by 1-1/2 percent of his average monthly earnings received during the 5 years 
immediately preceding retirement but prior toage70after deducting therefrom 
the annuity payable to him under the Railroad Retirement Act, as amended. 
Pension benefits are limited to a maximum of 60 percent of the average earnings 
received during the last 5 years of compensated employment prior to retirement. 
The plan further provides that the widow of a deceased officer, employee or 
pensioner, meeting the requirements of eligibility, will receive a benefit equal 
to one-half her husband's pension which would have been payable under Burling:
ton•s pension system, but for his death. 

* * * * * * * 

The record indicates that it has been agreed that pension benefits payable in 
accordance with the provisions of the several pension plans of Great Northern, 
Northern Pacific and Burlington, described in capsule form above, and those of 
SP&S and Pacific Coast to persons on or entitled to be on their pension rolls 
when the unification is accomplished and to the widows of such persons shall 
thereafter be paid by the New Company to the extent that such pension benefits 
are not paid out of any trust fund theretofore established for the purpose, A 
new pension plan containing uniform provisions for the payment of benefits upon 
retirement to all employees of New Company eligible under the terms of exist
ing plans, which would preserve so far as practicable without substantial 
impairment the provisions made in existing plans for retirement and pension 
of employees of the applicant companies indicated who are in active service on 
the date of effectuation of the unification, will be adopted by New Company. * * * 

* * * * * * * 

Extension of lines of railroad.-As indicated, New Company, and SP&S to the 
extent of its interest as owner and lessor under proposed lease of portions of 
extensions described in items (19), (21), and (24), of appendix J hereto, seek 
authority to construct and operate the extensions of lines of railroad described 
in items (1) through (24), inclusive, of appendix J. No objections to the ex
tensions are raised, The proposed extensions, ranging in length from 303 feet 
to 6,568 feet, would be constructed by, would connect lines of the unified rail
road, and are intended for use solely as connection between existing lines which 
would be operated by New Company, following, and contingent upon, approval 
and consummation of the major transactions here involved, particularly the 
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Northern Lines merger. The projects are located at one point in Wisconsin, 
seven points in Minnesota, three points in North Dakota, one point in Montana, 
one point in Idaho, five points in Washington, and one point in Oregon. Con
struction and operation of the indicated extensions are advanced as necessary 
to allow trains to pass from one line to another without delay at points where, 
under unification, such movements would be essential to economical and 
efficient operation of the railroad, The new connecting lines would not affect 
other railroads, nor would they serve any industries or shippers not now 
being served by applicant railroads. 

Passenger, freight, express, and switching service would be performed on all 
of the proposed extensions except as follows: those described in items (1), (3), 
(4), (5), (13), (20), (22) and(24) of appendix J would involve freight and switching 
service only; that described in item (23) of appendix J would involve freight and 
emergency line detour service. Diesel-electric motive powerwouldbe used on 
each of the proposed extensions. Construction of the section of 1,460 feet at 
Superior, Wis., would permit (a) freight trains moving from New Company's 
yard at Superior to reach present Northern Pacific line to Ashland, Wis., and 
(b) flexibility in yard switching movements. The section of 2,260 feet at Hinck
ley, Minn., would permit connection of the Minneapolis-Duluth line of Great 
Northern with the St. Paul-Duluth line of Northern Pacific as well as flexible 
operations of the two lines between Hinckley and Twin Cities, The section of 
303 feet at Sauk Centre, Minn., would improve flexib111ty of switching at that 
point permitting switching between the Little Falls-Morris branch line of 
Northern Pacific and the St. Cloud-Fargo main line of Great Northern. The 
section of 835 feet (400 feet constructed and 435 feet relocated) at Wadena, 
Minn., would improve flexib111ty of switching at that point to permit more eco
nomical arrangement of local freight and make possible future elimination of a 
railroad crossing at grade. The section of 1,375 feet (500 feet constructed and 
875 feet relocated) at Breckenridge, Minn., would permit New Company to 
consolidate freight terminal operations at that point, improve switching facili
ties, and make possible elimination of existing railroad crossing at grade, for 
which authority is concurrently sought elsewhere herein and described in item 
(1) of appendix C hereto. The section of 2,035 feet at Fargo, N, Dak., would 
permit rerouting of passenger trains on present Northern Pacific main line 
through present Great Northern passenger station at that point, which latter 
station would be used by all passenger trains of New Company serving Fargo. 
The section of 1,800 feet at Moorhead, Minn., would permit unified operation 
of the Fargo-Moorhead terminal area. The section of 1,480 feet at Moorhead 
would connect the two Great Northern Wahpeton-Moorhead and St. Cloud
Moorhead main lines, permitting (a) movement of freight trains from these 
lines of New Company's principal yard in Fargo area at Dilworth, Minn., on 
present Northern Pacific trackage, and (b) removal of approximately 2,000 
feet of the Wahpeton-Moorhead line for which authority is concurrently being 
sought elsewhere herein and described in item (2) of appendix K. The section 
of 1,550 feet at Moorhead would permit the movement of freight trains from 
present Great Northern lines intoNewCompany'sfreightyard at Dilworth. The 
section of 1,365 feet at Crookston, Minn., would permit improvement of switch
ing facilities to industries located on present Northern Pacific Crookston
Grand Forks branch line. The section of 1,415 feet at Grand Forks, N, Dak., 
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would permit improvement of switching facilities to industries located on 
present Northern Pacific line serviced from New Company yard on Great 
Northern at that point. The section of 700 feet (120 constructed and 580 re
located) at Grand Forks would permit movement of freight and passenger 
trains from New Company's terminal facilities (now Great Northern) to present 
Northern Pacific line from Grand Forks toward Grafton. The section of 5,500 
feet at East Grand Forks, Minn., would permit improvement of switching 
services to industries located at Northern Pacific trackage at that point. The 
section of 2,020 feet at Casselton, Minn., would permit the through transcon
tinental freight, trains of New Company to use present Northern Pacific main 
line between Twin Cities and Casselton and the Great Northern main line west 
of Casselton. The section of 4,615 feet at Helena, Mont., would permit re
routing of through freight service between Great Falls and Butte via the more 
favorable line through Garrison, Mont. The section of 2,600 feet at Helena 
and the connecting track previously described would permit convenient access 
to Northern Pacific freight yards and other facilities. Construction of the two 
previously mentioned sections in Helena would permit removal of approximately 
10,404 feet of Great Northern•s line for which authority is concurrently sought 
elsewhere herein and described in item (3) of appendix K. The section of 3,309 
feet and the section of 2,338 feet, both at Sandpoint, Idaho, would permit move
ment of principal transcontinental freight and passenger trains on the Great 
Northern line east of Sandpoint to the Northern Pacific line between Sandpoint 
and Spokane. The section of 6,568 feet at Spokane, including construction 
of bridge over Latah Creek is necessary to unify and would permit through 
freight and passenger facilities of Northern Pacific at Spokane. The south 
wye connection would join the facilities with trackage of SP&S reducing ruling 
grades on the line toward Pasco and Portland. The north wye connection permits 
Great Northern tobe reached viaSP&S and would reduce highway grade crossing 
problems in Spokane. Construction of the section would make possible removal 
of approximately 7.7 miles of Northern Pacific line between Spokane and Mar
shall, authority for which is concurrently sought elsewhere herein, and is 
described in item (5) of appendixK. Upon completion of the new construction at 
Spokane and the connecting track at Marshall, the trains now operated over that 
7.7-mile segment would be handled over tracks owned by SP&S and leased to 
New Company. In addition, it would make possible removal of approximately 
3.5 miles of Great Northern main line, authority for which is concurrently 
sought elsewhere herein and is described in item (4) of appendix K. The 
Spokane project would permit reduction of highway grade crossing problems 
in the downtown area of Spokane, to the benefit of both the Spokane public and 
the railroads. The section of 2,700 feet at Marshall, Wash., would permit 
trains operated over SP&S trackage between Spokane and M3:rshall to proceed 
to or from the Northern Pacific lines at Marshall to Lewiston and Pasco. The 
section of 2,540 feet near Espanola, Wash., would permit connection where 
tracks cross at separate grades and permit more favorable route for freight 
trains between Spokane and the Northern Pacific Washington Central branch 
line. The section of 880 feet at Rosalia, Wash., would permit improved local 
freight service to industries in that area. The section of 4,440 feet at Henry's, 
Wash., would permit a favorable connection for freight movements between 
points on Northern Pacific main line and the Renton, Wash., area. The section 
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of 2,320 feet at Willbridge, Oreg., wouldpermittrains to proceed directly from 
the Oregon Electric and Astoria lines over nearby Willamette River bridge to 
Vancouver, Wash., and eliminate necessity of reverse movement in order to 
reach principal freight yards at that point. 

At each point of connection, the rails used would conform in weight with rails 
of existing tracks. The construction would begin within 1 month after authority 
is received, and the work would be completed at the various points on different 
dates ranging from 6 months to 2 years after consummation of merger. 

The proposed extensions would be financed through available funds in the 
treasury of New Company without issue of securities for that purpose following 
consummation of the major transactions herein. No aid, gift, grant of right of 
way, or other donation has been promised in connection with the proposed 
extensions. 

With respect to the extensions described in items (19), (21), and (24) of 
appendix J, such construction of the portions of the extensions which are on 
SP&S lines would be for the account of the latter with right of reimbursement 
in New Company, pursuant to terms of proposed lease of properties of SP&S. 

Neither applicant is connected by stock ownership, or otherwise, with any 
industry to be served by the lines proposed to be constructed and operated. 
Estimates of the costs * * * based on 1960 levels, are as follows: Total esti
mated cost $7,642,380. 

Abandonment of lines of railroad.-As indicated, subject to consummation of 
the major transactions here presented, New Company, and SP&S to the extent 
of its interest as owner and lessor under proposed lease transaction, insofar 
as it relates to items (5) and (7) of appendix K hereto, seek authority to 
physically abandon various segments of. existing lines of railroad equivalent to 
approximately 14.86 miles, described in appendix K hereto, contingent upon 
approval and consummation of the major transactions here involved, particularly 
the Northern Lines merger, and, as to each abandonment, upon completion of 
the respective new portion or portions of line proposed to be constructed and 
operated, as discussed elsewhere herein. The proposed abandonments are 
unrelated to any decrease of freight or passenger traffic during recent years. 
The seven segments proposed to be abandoned range from 1,300 feet at Fort 
Wright, Wash., to 7.7 miles between Spokane and Marshall, Wash, 

No stations are located on the portions of the lines proposed to be abandoned, 
and no abandonment or reduction of service to any station or territory is in
volved. None of the segments of line proposed to be abandoned connects with 
other railroads for interchange of traffic. * * * 

* * * * * * * 

Retention of the segments proposed to be abandoned herein, after completion 
of the proposed extensions connecting existing lines described in appendix J 
hereto, it is advanced, would constitute an unnecessary duplication of lines 
within the unified transportation system of New Company. Moreover, in 
respect of the Spokane-Marshall segment described in item (6) of appendixK, 
which like the other segments serves no industries, its removal would not only 
save maintenance expenses for the railroad, but the State and Federal govern
ments would be beneficiaries of savings of approximately $1 million for grade 
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separation structures planned in the same area in connection with the interstate 
highway construction program. Inquiry dealing withprotectionofNew Company 
following abandonment of the 7.7 miles of track between Spokane and Marshall 
shows that it is present Northern Pacific trackage, that upon completion of this 
construction at Spokane, the trains now operated over the segment would be 
handled over tracks owned by SP&S and leased to New Company, that applicants 
conclude that since New Company would own the stock of SP&S as well as be 
lessee of SP&S, there should be no apprehension that SP&S might oust New 
Company from use of the tracks between Marshall and Spokane. While appli
cants contend that SP&S would continue as leased line of New Company or 
would be subsequently merged or consolidated, subject to approval, and that in 
either event New Company would continue to have full use of the tracks of 
SP&S, and that the Marshall-Spokane segment ~ould not be needed, it is not 
a matter of immediate concern. The matter of merger or consolidation of 
SP&S into New Company is clearly a matter for the future, and consideration 
must be given to the present status of the carriers and their properties and the 
resulting status if these applications are approved as requested. No objections 
to the abandonments, however, are raised, The same transportation service 
now provided over the segmentswouldcontinuetobe provided by New Company, 
after abandonment of the described segments, through use of and its operations 
over the proposed extensions described elsewhere herein. Since each of the 
proposed abandonments is related to and conditioned upon the construction of a 
new connection, the abandonments would not result in any abandonment of, or 
reduction in, service to those points or their surrounding areas. 

APPENDIX B 

Notes to proforma general balance sheet of the• GreatNorthernPacific & 
Burlington Lines, Inc. (New Company) as of December 31, 1966, after 
giving effect to Northern Lines merger 

NOTE 

I The combined general balance sheet as of the date of merger is subject to 
approval of the Bureau of Accounts, Interstate Commerce Commission. 

II This pro forma general balance sheet reflects the sum of the amounts 
carried and the balance sheets of the four companies as of December 31, 1966, 
adjusted to give effect to the merger as shown by notes below. 

A. To effect net debit balance in traffic and car service balances-debit 
upon transfer of credit balance reflected in accounts of Pacific Coast (see 
note C) - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - $240,755 

B. To eliminate book investment in affiliates as follows: 

Name of affiliate Amount Held by 
common stock 

Pacific Coast------------------ $1,700,000 Great Northern 
G.N.P.&B. Lines, Inc ---------- 500 ------ do ------

Do-------- ------------------ 500 Northern Pacific 

1,701,_000 - -
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c. To transfer to current assets credit balance in traffic and car service 
balances-credit (see note A) - - - - - - - - - - - - - - - - - - - - - - _ $240,755 

D. To set up capitalization of New Company at time of merger equal to the 
sum of the stated value of the capital stock of the Great Northern ($271,404,-
345) and the par value ($30,189,105) plus premium ($225,158,938) of the 
Northern Pacific outstanding in the hands of the public: 

Number of Amount 
shares 

Common stock-without par value: 
Northern Pacific 

$5 Par value - - - - - - - - - - - - - - - - - $30,189,105 
Premium thereon ------------- 225,158,938 6,037,836 $255,348,043 

Great Northern 
Without par value------------- 6,152,652 271,404,345 

12,190,488 526,752,388 
Less preferred stock-$10 ·par value: 

Great Northern 
6,152,652 shares@½ share - - - -·- 3,076,326 30,763,260 

Total common stock capitaliza-
tion----------------------- 12,190,488 495,989,128 

E. To eliminate capitalization of merged companies: 

Common stock actually outstanding - - - - - - - - - - - - - - - $302,594,525 
Premium on capital stock - - - - - - - - - - - - - - - - - - - - - 225,159,499 

F. The $699,364 reflects adjustment giving effect to the merger of the 
respective roads as follows: 

(1) Difference between book investment by Great North
ern and par value of Pacific Coast stock liability - - - - - -

(2) Retirement and cancellation of fifteen (15) Northern 
Paclflc shares of common stock held by directors as quali
fying shares: 

15 shares @ $5 par value - - - - - - - - - - - - - - - - - - -$75 
15 shares@ $37.38 premium ----------------561 
Charged to other capital surplus - - - - - - - - - - - - - - -

700,000 

(636) 
699,364 

G. The debit adjustment or reduction in shareholders' equity of $1,701,000 
is made up as follows: 

(1) Pacific Coast par value stock held by Great Northern - -
(2) Difference between book investment by Great North

ern and par value of Pacific Coast stock liability - - - - - - - -
(3) Cancellation and retirement of 200 shares of New Com

pany, common stock upon effectuation of merger - - - - - - - -
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APPENDIX B 

Great Northern Pacific & Burlington Linea, ·1nc., pro formo general balonce ahett tu of December 31, 1966, ofter gioing' effect to merger of 
Northern Pacific RaiffDay Company, Great Northern Railway Company and Pacific Co08t R.R. Co., into the Great Northem Pacific & Burlington Linea, -inc. 

Liabililie• cmd aharaholdera• i,quilu 

CuZTCnt Uabilltlel!J: 

GNP&B 
Llne,e, lno, 

Northern 
Paciflo 

On,at 
Northern 

Pacific 
Coast 

COPlblned Adlul!Jtm;,nts and eliminatlcna After adjustment.e 
Not,e,111 Amowit and "'llmlna\iops 

762 Trame and car service balancee-crodit • •- -- -- - -- - -- - -- -- -- -- - -- • • • • • • • -- - • • • • $240,755 C $(2_40,71515) - •• • •• • •• • •• •• -............... ............... $240,755 
753 Audited accounta and wagel!I payable •········--·-----·-········-··· -·-··-··--- 12,972,391 -··--····--·-·--·· $12,972,391 $7,148,443 $3,768,359 47,360 
754 Miscellaneoua accounta payable•--········--·-·--··----··········· ••••••••••• 5,885,325 ···-·············· 5,885,325 2,112,143 3,768,359 ,(,823 
755 Intorel!ltmaturod unpaid•······-····-····-···············-·-·--·-·- •··•-·-···· 4,664,188 •················· 4,664,188 1,685,308 2,978,880 ........... 
756 Dividends matured unpaid········-································ ••••••••••• 1_40,650 ·•················ 140,650 65,006 75,644 ........... 
757 Unmatured interest accrued •••••• -- • • •· - • - •· • - •· - • - • •· • •··· •· • •• • • • •• • • ••• • • •• 2,383,743 ••• • ••• • • • •• • • • • •• 2,383,743 1,625,158 758,585 ·····-····· 
758 Unmatured. dividends declared • •· •· • • • •· •· • · · •• •• • • • • •• •• • •• • ••• • -- • ·• • •• -· • •• 8,539,399 ·• • • •· • • - - · - • • • •• • 8,539,399 3,924,697 4,614,702 ........... 
759 A.corued accounta paye.ble••······································· ·········•· 30,393,442 •••••••••••••••••• 30,393,442 13,426,694 16,897,217 69,531 
760 Federal income taxes accrued •·-························••········ ••••••••••• 14,358,046 •••••••••••••••••• 1,4,358,046 4,197,967 10,097,404 62,675 
761 Other taxel!J aocrued ··········································-··· ••••••••••• 20,207,-(12 •••••••••••••••••• 20,207,412 9,589,368 10,454,860 163,184 

763 Other current liabilities•••••••••••••••••• - - • • • • • • • • • • • • • • • • • • • • • · -1-'-· •:.:·_·_· ·_·_·_· ·-·+--===+--===+---'=:::::if----'-'':::3.:;76::.,,.:,88:::5+.:..:..:.:..:.+.:.· ·:.:·.:.·.:.· ·:.:·:.:·.:.· ·:.:·:.:·.:.· ·:.:·:.:·:.:·::i· ___ <::,,,c37,.,6::,,6:::8,::.5 

Total current liabilities ·····--·····················-············f-'-··:.:·.:.·.:.··:.:·.:.·.:.··:.:·+--'===+--"'-"'e!:::.:::'-f---"'C:.:,""1f---'lc,0;:,4,c,l,:62::,,,::23::,6:+.:..:..:.:..:.+---~(2:_:<,::0:,!,7,::5,:5)~-.!l::03::.,,;:,90::,l::,,<=:6:!..l 

2,122,963 2,240,364 13,558 

45,897,747 57,662,603 601,886 

76< 

765 

766 

769 

771 
772 
773 
774 

78:.J 
783 
784 
765 

791 

Long-term debt duo witb.ln I year: 
Equipment obligations and other debt••••·• -- •· •• • ••• • • •· • • • • • • •· • •· 13,706,875 7,661,624 ••••••••••• 21,368,-(99 21,368,499 

Held by or ror company • • • • • • • • - • • • • • • • • • • • • • • • • • • • • • · • • • • • • • • • • ·1-· ·_·_·_· ·_·_·_· •-·+· •_·_·_· •_·_·_· •_·_·_· •-·+·-·_·_· ._._._ •. _._._. •-·-·1-·-·_· •_·_· _. •-·-· .;· 1-·-· ._._._._ .. _._._. •-·-·.;· 1-·-· ._._._. •+-· ._._._ •• _._._ •• _._._ •• _._._. ·-1-·-· ._._._ •• _._._ •• _._._ •• 

Actually out.etandlng •·····················-·····················1-··_·_·_··_·_-_ .. _.+--=l.:.3,'-'7.:.06:.:,,:,67;,,;5+--"7,:::66;:,l:.,,:;62:,:<+·-··-·_·_··_·_·_··+--=•.:.1,:::3:;68::,,.:;'°:.:"+·-··_·_·_··+-··_·_·_··-·-·-··-·-·-··-·-·-··+--...::.•1:.:,;:,•6:::8:.,,<::•:.:.• 

Long-term debt due arter 1 yem: 

~!e~d::~::'a.U::Y.:::::::::::::::::::::::::::::::::::::::::: .. :_:_:_: :_:_:_:_: :_:+--'~~;.:.~:c.~.:.:~:.::.:.::-'1)1-·-·_· ._'._'.8_.'._6·6_.'_.'~_'.'°_ • .;· 1-:-: :_:_:_: :_:_:_: :+_· -'~"-~"::cc:6.:.6~:.::•.:.o::o;,,;~+': ·_. :_:_: :_:+_: :_:_:_: :_:_:_: :_:_:_: :_:_:_: ·-l---':'-::,,::;:::,;~:,.:~:.:00:.:,l 

Actually out..standing • • • • • • • • • • • • • • • • • • - - - • • - • • • • • • • • • • • • • • • • • • • •~·-·-·-· •-·-·-·-· •-·+--''"9,:,5,:,:8.:.3•:.:•.:.700cc.il----''"-'8:.:,:::"=:2:.,,9:;0;,,;0+·-· ·_·_·_· ·_·_·_· ·+--=•c.1.:.• •c:••:c5:.,,:;600cc.i-· _. ·_·_· _. ·+-· ·_·_·_· ·-·-·_· ·_·_·_· ·_·_·_· +--.::•.::74::,,.:.••::•:.,,6:::00:.:. 
Equipment obligations•----·--··--•--•----------·------·---------- ----------· 89,736,250 63,99.4,000 ........... 153,730,250 ....... --------------··· 153,730,250 

Held by or ror company • • • • • • • • • • • • • • • • • • • • • • • • • • • • • - • • • • • • • • • • • • 1-·-·-· ·-·-·-· ·-·-·-·+·-·-·-· ·-·.,-·,.· ·.,.·-·-· ·-·-,,· +-·.:.· :,:· ·:.:·.:.· ·:,:·..c· ... • ·-·-,·_· ·+-· ·:.:•_·_· ·-·-· ... • ·:.:·+.:.· ·:.:·_·_· ·_·_·_· _. ·-·-· ·-·+-· ·_·_· _. ·:.:·+-·:.:·.:.· ·.:.·c:·.:.·.:.· ·:.:·.:.·.:.· ·:.:·.:.·.:.· :.:· ·1-· ·:.:·:.:·.:.· .:.· ·:.:·.:.· .:.· ·c:·.:.· :.:· · 
Actually outatandlng •••••••••••••••• • - • • • • • • •. • • • • • • • • • • • • • • • • • • 1-·..c·.:.· •:.:·..c· ... • •.:.·:.:·.:.· +---"89::,,.:;73::,6:.,,2::5:::0+-_ _:::63::,,9,::9:.,<:,:,00=0+-· •:.:·.:.·.:.· •:.:·.:.·.:.· •:.:·+-_.::l::53::,,,.,73:,0o,,2:,5:::0+·:.:·..c·.:.· :,:· •:.:·+-·:.:·.:.· .:.· •:.:·.:.·.:.· •:.:·:.:·.:.· •:.:·.:.·.:.· •:.:· •1-_.:;153::::,, 7:.,3:,:0,:,2:,5,:.0 

Total runded debt and equipment obligations out..standlng••··········1-·:.:·.:.··:.:·:.:·.:.·-.:.·:.:·.:.·+---=•::85::.,,::56::,8:.,,9::,5:::0+--.:'::,'2:,_,6:::5c,6o,,9:::0:::0+:-··:.:·.:.·.:.··:.:·:.:·.:.··:.:·+--""'::8::,,2::2::,5o,,8:,5:::0+-··:.:·.:.··:.:·:.:·+-·:.:·.:.··.:.·:.:·.:.·.:.··:.:·.:.·.:.··:.:·.:.·.:.··+--"'•2::80,,22e!S5!S,8:::5,:.0 

Amount..s payable to affiliated companies ····························1-·-·_··_·_·_··_·_·_·+·-·-·-··-·-·-··-·-·-··-·-·+-·-·-··-·-··-·_·_··_·_·_··+-··_·_·_··-·_·_··_·+-··_·_·_··_·_·_··_·_·_··_·+·-·_·_··_·_·-1-·-·_·_··_·_·_··_·_·_··-·_·_··+-··_·_·_··_·_·_·_··_·_··_·_ 

Total long•term debt due arter 1 yea.r••···························1-·-·_·_··_·_·_··_·_·+---=•.:.••:.:•.:.56:.:8c.,9:.:5c.0+---='.::":.,••.:.5;,,;6.:.,9;,,;0.:.0+-··-·-·-··-•-·-··-·-1--.::•.:.•8:.:,:;":.:•.:.•8:,;5,:,0+----1-·-·-·-··-·-·-··-·-·-··-·-·-··+--"••::8:,_,2:,;2:::5:::,8:::5,:;.0 

Reserves: 
Pension and wel!e.re reserves •· • •·· • • • • • •- •- ••• •• • • • • •··· • •· • •· •· •· 
Inauranee re.serves • •• ••• • •· - • • • •· •· • • • •· • •· • • • •· • •· •· •··· • • • • •· •· 
Equo.lization reeerves- •··• •• • •· • •· • •· • • •· •·· •· • • ••••• • -•. • • • •· • • • • 

3,8~4,098 
851,323 

11,300,000 ••••••••••• 

2,060,000 ······-···· 
15,114,098 
2,911,323 

15,11.4,098 
2,911,328 

Casualty and other reserve111 • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • 1-·-·_· _. ·_·_· _. ·_·_·+---':.,•.:.••:c1.,_,8:;7c.7+----'""''::;0;,,;8:.,,5;,,;5:::9+-· ·-·-·-· •:,:·_·_· •--·+----'9:.,,.:;13::6:.,,<::3:::6+--'-'-'+-·:.:·.:.·.:.· ·:.:·.:.·.:.· ·:.:·:.:·.:.· ·:.:·:.:·.:.· ·+c_ _ _:9::,, 7:.,3:::6:,:,<:;:3,:_6 

Total reserves •••••••••••••••••••••••••• - • - • • • • • • • • • • • • • • • • • • • • 1-·:.:·.:.· •:.:·:.:·.:.· -:.:·:.:·.:.· +----'9:.,,.:;19:,3o,,2::,9:::8+----"'8::,,5:::6:::8::;,5:::5:,_9+-· •:.:·.:.·.:.· •:.:·.:.·.:.· •:.:·+-__ 2::;7:.,, 7"6'-'l"',8:::5:,_7+-:.:.:.:.::.:+-·:.:·.:.· :.:· ·:.:·.:.·.:.· ·:.:·.:.·.:.· ·:.:·.:.·.:.· ·+ _ __:2:,7.,_, 7:.,6:.,1,s,6:,5!..7 

Other liabilities iuid deferred credits: 
Other linbill,Ioo -- --- -- -· • • ••• •• • • • • •• •• •••• • • • ••• • • • •• • • • - -- · - · - 378,{37 3,266,172 31,390 
Unamortiz.ed pnmulm on long•term debt,.••··························· 
Other deferred credit.a •····················-······················ ·····-····· 1,0-(3,"75 644,179 13A 1,687,788 ••••••••••••••••• 1,687,788 
A0<1rued de~ciation-leaaed property • • • • • • • • • • • ·:. • • • • • • • • • • • • • • • • 1-·..c·.:.· ·:.:·..c·.:.· ·.:.·c:·.:.· +---...:,37:.,6o,,2;,,;5:,_l+-----"13"6:,:,2:.,<:::2+:-· ·:.:·.:.·:.:· ·:.:·.:.·.:.· ·:.:·+.:.--...::.•I::2:.,,<::9:::3+-:.:.:..:..:..:+-·:.:·.:.· .:.· ·:.:·.:.·.:.· ·:.:·.:.·.:.· ·:.:·.:.·.:.· ·+ __ __:5::,l;:2,o,<:;:9::._3 

Total other liabilities and deferred credit..s ············-········•···1-•:.:·.:.··:.:·:.:·.:.··.:.·:.:·.:.·+---l:.,,.:;79:,8:.,,l:.,63"-½---''"-'0;:,4::6::;,5:,9,c3+---"-3:.,l,,c52::,"'l----'5::,,8e,7:.,6o,,2:,8,::0+-.:..:.:.::.:+-·:.:·:.:·:;··:.:·.:,·.:.··:.:·.:.·.:.··:.:·.:.·.:.··+--.!•:::•6,::7,::6::;,2:,8::._0 

Shart1hokit1r'a aquit~ 

Capital stock: 
Capital stock issued ··········-······························-··· ••••••••••• ••••••••••••••• 
Proposed new issue: 

Common stock (12,190,488 sbme111 without par value)•··············· •······-··· •·············· •·············· •·········· ••••••••••••••• D 495,989,128 495,989,128 
Pre rerred l!Jtook (3,076,828 eba.res-$10 par value) • • • • • • • • • • • • • • • • • • • 1-·.:.·.:.· •:.:·:.:·.:.· •:.:·:.:·.:.· ,i:·:.:·.:.· •:.:·:.:·.:.· •:.:·:.:·.:.· •:.:·:.:·.:.· +.:.·.:.· •:.:·.:.·.:.· •:.:·.:.·.:.· •:.:·.:.·.:.· ·+:-· ·:.:·.:.·.:.· ·:.:·.:.·.:.· ·:.:·i.:.-· ·:.:·.:.·.:.-·:.:·.:.·.:.· ·:.:·.:.·.:.· ·:.:·+-__:D::,_+----"-3,:0,c,7,c6'::,,.::26:::0+---'3"0"-, 7:,6:,_3,:,2:;:60,:._ 

Total • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • ·i,;·:.:·.:,· ·:.:·:.:·.:.· .:.· ·:.:·.:.·.1:·:.:·.:.· ·:.:·:.:·.:.· ·:.:·:.:·.:.· ·:.:·:.:·.:.· .i.:_·.:.· ·:.:·.:,· :;· ·:.:·.:,· ·:.:·:.:·.:·.:.· i·:.:·c:·.:.· ·:.:·:.:·.:.· ·:.:·:.:·J.·:.:·:.:·.:.· -.:.·:.:·.:.· .:.· ·c:·.:.· :.:· ·:.:·.1..:.· ·:.:·.:.·:.:· ·:.:·,L. __ ,::5.::26~,c!_7,c52~38~6cL_ _ _:5:,2:,6,o, 7c,5.::2,,::3,c88::_ 



UPRRIG-000514

Great NortMm Pacifi<: li Burlington Linea, Inc., proforma general balance aheet. as of December 31, 1966, aft.er gi-oiAg effect. t.o merger of 
Nort.Mm Pacific Rail1Day Company, Great NortMm Railway Company and Pacific Coaat. R.R. Co., into the Great Northsm Pacifi<: & Burlington Linea, /nc.-Continued 

Merging companies: 

GNP&B 
Llne11, .lno. 

Northern 
Paclrio 

GN>at 
Nonbern 

Pacific 
Coaat 

Combined Adiu11tmenta and eliminations After adjustmenta 
Note11 Amount and elhnination11 

Common stock•··.••·•••· - - - - •· • •· • •· • --· •· •··-· •··· •· • • · •· · •· · • · · $(305,244,640) •• •• • • • • •• •• • • • • $1,000 $30,215,490 $274,028,UiO $1,000,000 $305,244,640 
Held by or ror company•·······················-·······-··········~ 2,650,115 •••••••••••••••• 

Total • • • •• ·-·· ••• • •· •• • • • • •• · ••• ••• · ··• •• · • • ·• •• · · ·- · • •• · •• •• · _f----:-c-:-,l--:c,-""'=""-t--===""-l---:-:-:-+-,-'=-""=-""+--,E,--+--(-3_;02:.,,.::;'9::;4:.:,5:.;2.:5_) + •• -.-.-•• ".-'.-'-•• -.-.-•• -.-. 

.... --.. ·-. (26,310) (2,623,805) (2,650,115) 

1,000 30,189,180 271,404,345 1,000,000 302,594,525 

Total ca.pital 11toclr. •• · •• • · •• ••• •• · ••• • •• · · · ••• •• •• · · • • · • ·• • •• • · · ·t---'="-'-t--'==="---1-....::;c:.,:=="---1-===-+---'====+---+---=2:.24:.,,.:_1'::;7.:,6::;6a:::.._+_:,$:::5:.,26:.,,::;75e,2o,,3e,6:::6_ 
Capital surplus: 

1,000 30,189,180 271,404,345 1,000,000 302,594,525 

794 Premiums and a.sees.sments on capital 11toclr.•··················•······ E (225,159,499) ····-··········· . . .. . .. .. -· 225,159,499 ........... ·-· . 225,159,499 
795 Paid-In 11Urplus • ••• •· •· •· • • •· •·· • • • • •· • •· • • •·· •· •·· •·· •-· •· •·· • • • • • •• •• • · • • · •• • · · · • • 1,141,330 ........... 21,189 1,120,141 1,141,330 
796 Other capital surplus••••·••··••····••••··••·•·•····•···•·····•··· •1------,f--'"-'-=='-i------l-----+--'-'===+-'F--+----'(,;.69::9:.:;,3::;6;.:4.,_) +--"''-'' •.:.0.:51:!,3::2:.:ac.. ··········· 37,750,687 ··············· 37,750,687 

Total capital surplU.11· · • • - •• · • - •• - •• · - • •• ••• •• ••• •• · •• • · • •• •• •• ···1------,f--"===;:_i--..:.:;=='-l-----+-'====+---+----'(:::2=.26:.,,.:65::6:.:,6::;6:,:3.,_) +-....:c•B:.,,.:.19::2:,,6::5:.:3c.. -· ........ - 262,931,375 1,120,141 264,051,516 

Retained Income: 
797 Retained income-appropriated•··••·••• - • •· •·-·· • • •· • •·· • • • •· •· • •· •- • •• ·-· · · • · •• •• • · • • 1,125,000 ....... ··- . .............. 1,125,000 1,125,000 
798 Retained income-unappropriated-······•··············•············· • • •• • · • •· •• •• •• • • - 858,638,443 

Total retained Income··········································· .f-----,i---==:.;,.::="---l--"====--1-===-+-'====+---+-'-•• ".-.-'-•• ".-'.-'-•• ".-'.-•• -.-'.-•• +--',:::,9::,.:, .. =,,.:,:::,c.. 
.... ••· .. -· 424,270,218 432,012,542 2,555,663 858,838,443 

701 
702 
703 
704 
705 
706 
707 
706 
709 
710 
711 
712 
713 

715 
716 
717 

721 
722 
723 

731 
732 

........... 424,270,218 433,137,542 2,555,683 859,963,443 

Total sb~bolders' equity · • • • • · • · · • • · • • • • · • • · • · - • • • • • - • • • · • • · · • • • t---'=C:...,1---'-:..:..:;=:.;_:;::_l-...::;==="-1-===-+-"'====+-'G::_-+----'-(1:.,,.:_70::;1.:,0::;0:,0.:.) +...:.1,::,<.:24:.:,:.•.:0S:.,,<:::6::;4c.. 

Total lia.bilities and shareholders' aqulty•··-··········•···••······1---'.;;a~i-'a,;;.;;:,a::;,;:~:;_l=~~;:,:;,::::;,_1=~~;::::::..j..::.:.:.:,,;;:;:,::;;;;:,,+;.;.,;.;,;.;;.;j. __ _.(:.,l,::,94:,:1a,,7;_;5:,;:5~).j....:,2.,;,1,:_12~,,:;0;::62:.,,4;::6:,:1'-

1,000 717,390,713 705,662,028 3,555,663 1,426,609,484 

1,000 1,073,555,806 1,036,258,307 4,189,093 2,114,004,206 

Current Meets: 
Cash•······-··············-·-··············•····•··••···•······· 
Temporary cash investments······································•· 
Special deposits•·•····························-·················· 
Loa.ns and notes receivable•······•································ 

1,000 5,162,454 
60,768,506 

1,657,0:36 

4,604,951 
73,679,018 

3,476,398 

256,001 10,024,406 
134,447,524 

5,183,434 
.............. 

10,024,406 
134,447,524 

5,133,434 

Trame and car 11ervlce ha.lances-debit•····-························ •········-· 1/l24,635 2,298,716 (240,755) 3,282,496 3,523,251 A 
Net balance receivable from a.gents and conductol'S••·······-·········· •········-· 9,956,217 5,453,182 · •••••••••••••••••• 15,444,934 35,535 15,444,934 
Miscellaneous accounts reaeiVable-••···············•···•·····•····· ·········-· 11,763,325 6,126,350 ·········•········ 18,026,297 136,622 18,026,297 
lntereat mtd dividend!, receivable •· •· • •·· • • • • • • - •-·· •· • •· • •· • • •·· •· • • • • • •· • • •-· 1,114,034 1,545,503 •• • •• •• • • -· • • ••• • • 2,660,284 747 2,660,284 
Accrued accounts receivable ••••••••.•.•.••.•••••...•.••••.••••.••• •········-· 14,059,177 5,425,404 •••••••••••••••••• 19,519,235 34,654 19,519,235 
Werking fund advanoes·-····· • •··································· •········-· 296,690 237,147 ••·•·••••••····••• 533,842 • 533,842 

133,976 Prepayments-··••·······••·········•····························· •········-· 750 133,226 •••••••••••••••••• 133,976 
Material and supplies•············································ ·········-· 21,318,948 19,232,016 •················· 40,576,911 25,947 40,576,911 
Other current assets •·············································~---_·_··_·_·_··_-_.+ __ _;3;.:2;:_5,:,2..:.75::....f---'2::3;:_0,:,5;:_30::..._f---=+--..;:.:=.:..:.-1---4--··_·_·_··_·_·_··-·_·_··_·_·_··-1----"'::":.:••.:7:..:4c.. 769 556,574 

Tota.I current assets • - • • • • • • • - • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •t---'1-",00=0+-.::12:.:7.c,6:..:4;:_6,:,9..:.47'-,1--"122=••:.:•.:.•:..:••.:.o;_l-_..:;==+-'====+--+----'("-2<::0:.:, 7:.:•::•.:.> +---=2::.•0:o•:::c••::•:.:••:.1:.:•c.. 
Special funds: 

490,280 250,580,668 

Sinking runds• • •·· •· • • • • •· •· • • •·· •· • •-- • •· •· •·· • • •·· • •· • •· •· • • •· •· .............. 
8,618,275 Capital and other reserve funds·····················•··············· •········-· 8,203,732 414,543 •••••••••••••••••• 8,618,275 

lnsW'll.Doe o.nd other funde • • • • • • -• • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • · ·1-·-·_·_· _. ·_·_· ·-·-·+---,...:•:.:7;;.5:.:,9:::.96::_l---=2:,:,2:..:l:::.9:.:, l.:_75::_f"-'.:.:..:..C.:.:..:..c+-....::c:..:..:=.:..:.+;....-+:..:· ·:..:·.:.·.:.· ·:..:·.:.·.:.· ·:..:·.:.·.:.· ·:..:·.:.·.:.· "+---'":.:•c:.1:::95:.,,:_17;.:1_ 

Total specia.l funds • • • • • • • • • • -• • • • • • • • • • • • • • • • • • -• • • • • • • • • • • • • • • •1-·:..:·..c·.:.· :..:· ._._. •;,,.-..c·+-....::•:,:•1:..:7:::.9:.:, 7;;_26::....;l-_ _:2:,:,6:::3:::.3:..:, 1.,_1 s"-f"-'.:.:..:C:..:..:..:..c+-...:..:===+:..:..c.:..:.+.:.· •.:.·.:.·.:.· •:..:·.:.·.:.· •:..:·.:.·.:.· ·:..:·.:.·.:.· ·+----'-1~1,.:6:.:13c,,<::;•:::•c.. 

3,195,171 

11,813,446 

lnve.l!ltmenta: 
Investments in a.!rlliated companies•·•······•••······•••············ 
Other Investment& • • •· • •· •· • •· •· •· • •· •· • •· •· •·· · • •·· •·· · -· •• •• ·• ·• 

164,071,345 
3,871,644 

166,059,475 
5,813,682 16,000 

330,136,820 B 
9,701,326 

(1,701,000) 328,435,820 
9,701,326 

.............. Reserve for adjustment of inveatment and securities-credit·············~·-·-·_·_.·-·-· ·-·-·-1-·-·_· ·-·-·-· ·_·_·_· ·-·-·+·-·-· ·_·_·_· ·-·-·_· ·-·-·+----1-------,,---1-· ·_·_·_· ·_•_·_· ·_·_·_· ·_·_·_· ·-1-·-· ·_·_·_· ·-·-·-· ·-·-·-· ·--

Total lnvestmenta .• - •••••.•. - •••. • ... - - ••• • • • • • • • • • • • • • • • • • • • • • •1-·-·-·-· _. •_·_· •-·-·+_:..:16;.:7.c••:.:•.:.••:.:•.:.••:.....it-'--"17;.:1,:,6:..:7:::.3,:.:1.:.57=-il--==+-'====+--+----'-(:..:1,.:_70:::1:..:,0::;00=) +--.::•:::.•:o••c:.13.:7c,•:..14::6c.. 
Properties: 

16,000 339,838,146 

Road and equii:ment property•· • •· •· • • • • • • • • •· •··- • •·· •·· • •· •· •· •· •· • • • • • •· • •- • 951,117,684 978,660,4.98 2,709,798 1,932,481,980 ••• -· • ·- • • •• • •• • • • •· •· •• •- 1,932,487,980 
Improvements on leased property••••••••• - • • • • • • • • • • • • • • • • • • • • • • • • · ·1-·;...·_·_· ·_·_·_· ·-·-·+-,...=2,:,3::5.:.1,,:2.:;13'--ll---'3=2:::.0,,:2:::.84!....if-----'-"-'+---=•.c•6:..:7.:.1:.:,<:::.9:..7 +· ·:..:•_·_· ·:..:·..c·1-·:..:·:..:·.:.· :..:· ·:..:·.:.·.:.· ·:..:·.:.·.:.· ·:..:·.:.·.:.· ·+-__ 2:.,,:::c6:..71:..:,•:::•:..:7_ 

Total transportation property············· - • • • • • • · • • · • • • • • · • · • • • • - ·L·:..:·.:.·.:.· ·:..:·.:.·.:.· ·:..:·..c·..1..._•::•::•:::••::6:::.6,,::6:::.97:...J'--'::;7:,:6:,:,9:,:8:::0,:.:7:,:62::....JL....;2:.,,.:_709=• 7:_:9:::6....1.._;1:,:,9::3:,:6:,:, 1:,:6.:9,::,<.:.77:...J.:.· ·:..:·.:.·.:.· ·:..:·.:.·L·:.:·:.:·.:.· :.:· ·.:.·.:.·.:.· ·.:.·.:.·.:.· ·.:.·.:.·.:.· ·L...:.1,:.,9:::36::,,.:_16.:9:.:,<:.:7:.:7_ 
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Great Northern Pacific & Burlington Lines, Inc., proforma genual balance llhut as of December 31, 1966, after giving effect to merger of 
Northern Pacific Railway Company, Great Northern Railway Company and Pacific Coast R.R. Co., into the Great Northern Pacific & Burlington Lines, /nc.-Continued 

As.,ets.:..Continued 

Properties-Continued: 

GNP&B 
Lines, Inc. 

Northern 
Pa.cine 

Great 
Northern 

Pacific 
C=t 

Combined Adiustments and eliminations After adjustments 
Notes J\mount and eliminations 

735 Accrueddepreciation-road and equipment·························· ·········-· •·······••······· $(414,730,202) 
736 Amortl:zation of defense projects-road and equipment·•••••···•••••••• 1-·-· -_-_._. ·-·-·-· •+--====+-~===+----+--''-"===f----+-·-·_· ._._._. •_·_·_· ._._._. •-·+---"(7c;O,:;,O'J=4,,:2.:;43::,,.) 

Recorded depreciation and amortization ···········••·············· 1-·-··-·-·_··-·-·_··+-====4-'====+-===+--'-'====1---+-·-·-··_·_·_··-·-·-··_·_·_··_·+--'-(4,::S:.,:<,:;,7c::5c:_4•,::4.:;45::,,.) 
Total transp:irtation J)l'Operty less recorded dapreclation and 

$(185,215,252) $(229,277,510) $(237,440) $(414,730,202) 
(30,255,951) (39,768,292) ........... (70,024,243) 

(215,471,203) {269,045,802) (237,440) {484,754,445) 

amortization • • ·· •• • • •· • •· • •· • • • •· ·• •• • • • • •· • • • •·· ·· · • • • •· • •· • 1-·-· -_-_._. ·-·-·-··+--~~~-+-""-~=-'-+....:.==""-+-"-'-'====f----+-·-·_· -_-_._. -_-_._ .. _._._. --·+ •_;'c.••.::•c:o,c,<c:0,;:_5,::03.c2c.... 
737 Miscellaneous phy.sicaJ property·············-··············-·····• ·········-· •···-------·-···· 46,081,633 

737,997,694 709,934,980 2,472,358 1,450,405,032 

16,360,803 2B,550,HO 1,170,690 46,081,633 
738 Accrued depreciation-miacella.neous physical property••··-··········· 1-·-··-·-·-··-·-·-··+--'-===+--'-===+----+--====f----+-·-·_··_·_·_··-·-·-··_·_··_·_·4--· _ _;(.;,6::,0:::6"7,c_70.::lc:..) 

Miscellaneous physical property Jess recorded depreciation•········· 1-·-··_·_·_··_·_·_··+--'-===-+-....:.===+....:.===+--===:=....f----+-·-·-··_·_·_··_·_·_··_·_·_··_·4--_....:•.;:.•::•'c.:.".::•::".::2c.... 

Total properties less recorded depreciation and amortization • • • • • • • • • f--. -_-_._. ·-·-·-· •-·+-====+-====+--"'===~====c.:...i---~-•_·_·_· _. •-·-· _ .• _._. -_-_._. +-....:.' ::•':::"""'"9,::l6c,,9::.;6:.,:<c.. 

(5,076,127) (1,491,574) ··········- (6,567,701) 

23,474,013 14,869,229 1,170,690 39,513,932 

761,471,707 7'24,804,209 3,643,045 1,(89,918,964 

Other assets and deferred charges: 
741 Other assets···········-·-·······················-············-·· ·········-- •·····--··•·-···· 2,149,059 1,300,912 848,147 ········--- 2,149,059 
742 Unamortized discount on loag•term debt······•• - • • • • • •· -· ·• • •· • • •· •· • • · · ·• • • • -· • • •. •·· • • • •• • • •• •. 3,491,722 1,281,393 2,210,329 ··········· 3,491,722 
748 Other deferred charges- •• •--·•·••··••· - •· • • - •• • • • • • •· •· •· • •• -- • • •• ,_·_· •_·_·_· •_·_·_··-+--~~--+--~~-+-~=~+---"~~-1---+-·-·-··-·_·_· ._._._ •. _._._··-·+--'~•ec••~12cc,cc•"-01'-

Total other assets and deferred charges··························· 1-·-··_·_·_··-·-·_-·+--~~~-+--'-==~+-....:.=.c..c..+--====f----+-·-·_··_·_··-·-·-·-··_·_··_·_·-1·--.c•~1::,8.:;52::.;,cc•.::••c.... 

Total assets - • • • •• • - • - • · · ••• • • • • • •• • •• • • • • •· • • • • · •• •• • • • • ·-- • $1,000 $(1,941, 755) 2,112,062,451 

4,726,130 1 t ,446,306 39,765 16,212,201 

7,308,435 14,504,782 39,765 21,852,982 

1,073,555,806 1,036,258,307 4,189,093 2,114,004,206 

( ) Denotes contm. 
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APPENDIX C 

Notes to proforma general balance sheet of the Great Northern Paoific & 
Burlington Lines, Inc. (New Company) as of December 31, 1966 after 
giving effect to the Northern Lines merger and the Burlington merger 

Note 
I The final combined general balance sheet as of the date of merger is 

subject to approval of the Bureau of Ac.~ounts, Interstate Commerce Commission. 
II This pro forma general balance sheet reflects the amounts shown in pro 

for ma general balance sheet giving effect to the merger of the Northern Pacific, 
Great Northern and Pacific Coast into New Company, and the Burlington, as 
of December 31, 1966, adjusted to give effect to the merger as shown by notes 
below: 

A.-(1) To purchase newBurlingtonfirstandrefundingmort
gage series of 2010 4-percent bonds to be pledged under the 
New Company's consolidated mortgage- - - - - - - - - - - - - - -

(2) To deposit with Trustee ofNorthernPacific refunding 
and improvement mortgage sufficient funds to redeem at a re
demption price of llOthe$17,367,000parvalueoutstanding re
funding and improvement mortgage series" A" 4 1/2 percent - -

B,-To reflectinvestment in $70 million Burlington first and 
refunding mortgage bonds, 

C,-To reflect reduction in Federal income tax liability 
applicable to premium paid upon the redemption of Northern 
Pacific refunding and improvement mortgage series "A" 4 1/2-
percent bonds, (See note E) - - - - - - - - - - - _. ________ _ 

D,-To eliminate Northern Pacific refunding and improve
ment mortgage series "A" bonds called and redeemed- - - -

E,-To reflect charge to retained income-unappropriated as 
a result of net premium costs ($1,736,700 less Federal income 
tax reduction of approximately $903,084) incurred in redemp
tion of Northern Pacific refunding and improvement mortgage 
series "A" 4 1/2-percent bonds. 
~ee n~eC)---------------------------------

F .-To reflect receipt of cash by Burlington from sale of 
$70 million Burlington first and refunding mortgage bonds to 
the New Company. 

G.-To reflect issuance by Burlington of $70 million new 
first and refunding mortgage 4-percent bonds and cancella
tion of $29,869,000 Burlington first and refunding mortgage 
bonds ($19,729,000 4-percent series 1998 and $10,140,000 
4 1/2-percent series 1970) held in treasury. 

H.-To effect new debit balance in traffic and car service 
balances - debit upon transfer of creiiit balance reflected 
in accounts of Burlington. (See : note J): - - - - - - - - - - - - - • -

331 I.C.C. 

$70,000,000 

19,}-03,700 
89,103,700 

903,084 

17,367,000 

833,616 

470,474 
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I.-To eliminate book investment of New Company, in Bur-
lington as follows: 

Common stock - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - • - $218,491,429 
Other secured obligations 
Burlington first and refunding mortgage bonds - - - - - - - - - - • 7010001000 

288,491,429 
J.-To transfer to current assets credit balance in traffic 

and car service balances-credit. (See note H) - - - - - - - - 4701474 
K.-Toreflecttheelimlnatlon of the New Company's liability 

with respect to Burlington first and refunding mortgage bonds 
upon concurrent pledging of same under the new consolidated 
mortgage - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 70,000,000 

L,-To set up capital stock liability equal to par value of Bur-
lington common stock outstanding in the hands of minority 
stockholders: 

Common stock-without par value 
481033 shares@ 3.25 

Shares 
156.107 

Amount 
$4,803,300 

M, -Giving effect to the merger of the respective roads, 
results in adjustments representing: 

(1) Differences between book investment of New Company 
and par value of Burlington common stock liability (218,-
491,429 less $166,035,800) - - - - - - - - - '.". _·;. - - - - - - - - - -

The $52,455,629 has been debited to other capital sur
plus, to the extent available- - - - - - - - - - - - - - - - - - - - -

And the balance has been charged to retained income-
unappropriated - - - - - - - - - - - - - - - - - - - - - - - - - - • - - -

N,-The net debit adjustment or reduction in stockholders' 
equity of $218,491,429 ls made up as follows: 

(1) Elimination of Burlington common stock held by New 

$52,455,629 

37,051,323 

15,404,306 
52,455,629 

Company - - - - - - - - - - - - - - - - - • - - - - - - - - - - - :. - - - 166,035,800 
(2) Difference between book investment of New Company 

and par value of Burlington common stock 11ab111ty - - •• - . 52,4551629 
218,491,429 

331 1.c.c. 
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APPENDIX C 

Cr,ot Nonh,'71 Pacil',c {i Burlington Li,w11, Inc. FO /ormo ,,.,,n,r-aJ bolanc• •hut 0,1 of D11c,ml,,r JJ, 1966, o/tu (li"'ins, •fl•ct to ,,.,,s,,r of 
Cr,ot Nortliem Pacific {i Burlington Linea, Inc. and th, Chicago, Burlington G Qvincr Roilrood C(Jmp,:,ny 

GNP&B Linea, Inc. 8\ul\n<>ton 
Adjuatmenta and No< 

General Adjustments and General Adjuatmenta a,11,d combined eliminations 
bahaooe ollmlaatioa11 bal!U!CO ollmlna.t.lona .... , sheet No""' ...... , 

Noiea Amount Noiaa Amounl. 

Arter 
adjuain.enta ~· ollmioatlOQa 

701 Casb•···•···-·•····--·•··•······•············ $10,0'J4,406 A $(89,103,700) $7,743,886 F $70,000,000 $(1,335,408) $(1,335,.(08) 
702 Temporary cash inveatmeota •············-····•• 134,447,524 •···········- 24,725,131 •---••.-•·--· 159,172,65(1 159,172,655 
703 Special deposlta•··················------------ li,133,434 ------------- 1,li05,884 ------------- 6,639,298 6,639,298 
704 l..cNuaa 11nd 11ote11 racelvable ------------·-------- -·--··----·-- --·--·---·--- 2,151 ------·-·-··- 2,1151 2,151 
705 Traffio and car service balance11-debit --·--·-·-·- 3,282,496 •·--------·-- •-·--·-----· --·--·--·---- 3,282,496 H 5(470,474) 2,812,0'l2 
706 Net balllDce receivable from 88'"1ta arid conductors• Hi,4U,934 ----------·-- 7,048,345 -·--·-------· 22,493/n9 22,4.93,279 
707 Miscellaneous aocounta receivable •----·--·-·--· 18,0'l6,297 •·-··--·-··-- 13,500,764. -··---·----·· 31,527,061 31,527,061 
708 lntere11t and divldenda receivable •--·--··--·--- 2,660,284. ----··----··· 777,3U -------·--··- 3,4.37,1599 3,437,1599 
709 Aocrued acoowita receivable-···-·-·-···-·-···-· 19,1519,235 •····-···-·-- 10,582,937 •-·-··------- 30,lO'l,172 30,IO'l,172 
710 Wodd11g fund ad.van~•----··---•-·-·-·····--·- 1533,842 •-------···-· 13t ,t30 ------··---·- 668,272 t168,2T.! 
711 PTepaymenta •·-·---····-··----·----·-···-···-· 133,976 --····-·-·-·· 94.,535 •-·-·····--·- 228,1511 228,511 
712 Material and au.ppllea ----- -- ----·-- -------- -- -- 4.0,576,911 • •· •·· -· - - --· lt,116,111 --· ·• - ---- ··- 54,693,022 54,693,0'J2 
713 Othercuh'f111t-ta •-··----··--·-·--·----···--t--~•'6=,5"7-'-4+----+-·-··-·_ .. _._ .. _._._ .. +-_~2"42",7'-'83"-1----+-·---_·_·_ .. _._ .. _._ .. +_-'7"'9::,••=c":.:'-+--+----+---'-'""'•"•:::'7:.. 

Total curnmt aaaota 250,339,913 (B9, 103,700) 80,474,252 70 000 000 811 710 4615 (470.470 311,239.991 

Sped.al tunds: 

715 Sinking f1mda ---·--··-·-·-·-··-·-···-·-·------ ------·-····· -·-··--·----- 1,732 •-·-··----·-- 1,732 1,732 
718 Capital and ot.berreaerve funda -··-·-·-·····-·-- 8,618,275 ---·····-···· 15,838,386 --···-·-·-··· 14,tl56,661 14,450,661 
717 Insurance and other funds - - - - • - - • - • - - - • - - • - - - - - t--"-' '"-l:.:9'e., 1:,:7.,_I +-"'-"'-'4-'·-'-·;..:--.c.·;..:--_;•;..:--_;·c;c--+--"-'''-"•=oo:..9:.:0::c'+==+·cc·cc--_;·c;c· •_;·c;c--;..:·_;·'l· _.,:6,,;,0fl=••c,1::23<4-,;..:.;,;..:.;+..;..:.;c;.c.:..:.c.:..:.+---•:::•;:c••:::•-"' 1"'23::,. 

Total special funda • • • • - - - - • • • • - - - • - • • • • • - • - t-~l.,_l ,"'8'-'!3"-,4'-'4-'-•+---+-·---_·_--_._._ .. _._ .. +--"-'"-""'"'0:.:7.,_0+--+·-·_ .. _._ .. _._ .. _._.,· -•:.:•c.••:.:5.,_6,"-0-'-16-+--+----+--"-'0=":.:•,,•:.:l,c6 _ 
Iavesbnenta: 

721 lnve.11Ui:1enta 111 affiliated com.panlea ----------·--- 3213,435,820 B 
722 Other h!.veatmenta --·----·---·······-·····-·-·- 9,701,326 

70,000,000 52,008,830 
8,250,6~15 

----·------·· 4.50,4(4,1150 
--·---·------ 17,951,991 

(288,491,429) 181,9152,721 
17,Ul,991 

723 R=t• !~~!~~~~~t.~~!~~~~~~~-i~.~~~~:~~~--f-·-·_--_._._ .. _._ .. _._.-fl_._._ .. _._ .. _.+-·---_·_ .. _._._ .. _._ .. +-·----·-"-·---_·_ .. --f __ --f_._._ .. _._ .. _._ .. _._ .. + __ ....,;_+---t-----f--·----·_ .. _._._ .. _._ .. _ 
Total investments -... -......... -• • • • --------t-~"-'-•~,._,_13:.:7~ .,l-'-46"-t---+-~••:.:•.,_OOO=,OOO=-t-~•.,_o,:.:2.,_'8"-9~9-'-'-t---+·---_·_ .. _._._ .. _._ .. +-'-••:.:•~••"'••"•"-""l-+---+-'~"-•~••-•-1,~42~9~)+-~1.,_79=·••~•.·•-'-12~ 

Prcperttea: 
131 Road and equipment property--·--·----··---··-•· 1,932,487,980 •·---------·· 1,0915,669,092 ---·---·--·-- 3,028,157,072 •.·.·.·.· ...... l a,~8,157,072 
732 Im~vement.a on leaaed property·--·-----·-······1--.:.2",6"-71=49'-'7+----+-·-·-.. _·_ .. ;.;·.c. .. ;..:·;.;·'l· ---''"''0=87'-'6+--+·-·-·---.c.·_ .. _._ .. ;.;·.;.·t--'3=16:::2_.,,.3"-73'--+-'----+----+---"3"1"'2:.,•3:o7a,..3 

Total tmnaportatlon pro party - • - - - - - - • - - • - • - • • f-""'1 ... 9-'-3~5 . .:.1'~9 •. 4"7"-7 +---1--·---_·_ .. _._ .. _._._ .. +'1~09=6~1.,_.,"-•~•"'•-t---+·-· _ .. _._ .. _._ .. _._ .. -r,'"'03:.:1.a:.:1~• ,:.44-"0-+--+-·---_·_ .. _._ .. _._. +' ~•-"•03=1 .,_31'-'•••'-'•~• 
735 Accrued depreciat.ion-road and equipment ·-····-- (tH,730,202) •·······-·-·· (305,492,639) •------ •··-----·-··· (720,222,841) (720,222,841) 
736 Amortlzat.1011 of defense projectl!l•road. and •quip-

ment -• --• • • ---• ----• -• • -------· --• -• • · · • -• - t--"'''c::•.:02c:,<,.,.2:,<e:3,-,l ,_;..:,;..:.;=+·cc·cc .. _;·.:.--;,:·.:.--;,:·.:.· Cl. _ _,,,f2e:•c:,06::,3:.,,-""""'t-·-'---;..:·.:.--;..:·+·;..:·.c.· ;..:".:.•;..:--_;·c;c--;,:·.:.· µCl.:c98e,,:e,O•cc•_.,.a,,97'-'1l+.:.c.:..:.=;....:,;..:.;=='-'-f---"''':::•.:•::.•T,.a::,•"-"~ 
Roconleddeprociatlonandamorti:z:atJon ···-·-·1-.. ''-""='-'-""'-'-'"'"'-t-----+-·-·_--_._ .. _._ .. _._.,·_ .. c:3"'3:::3..:,5cc":a•'-'":::"'t-·----·----·+·-·-.. _·_·_ .. _._ .. _._.f-,"•"'18".3"'1"'0",2"'38""+---+------+--""•:.:1:.:•.:•-'-10"2:.:3:::81,_ 
Total tni.n11portation property le114 recorded 

dept9clatlon e.od 111,mortization - • - • - • - • - • - - - - - t-1'-',4-",0=•'-"°'"'03=2+·-·_ .. _._. ---+·-·_ .. _._ .. ;.;·.;.--;.;·.c. .. +-7'-'6"'2".6-'-04c,,'-'17"0+·-.. _·_ .. _.+·-·_ .. _._. _ .. _._ .. _._. i=',:•'c,;13:.,,;::009:::•,:.-2c,:07:..+,;."_._ .. _._. +------+--=':.2:,:1::,3,:009=2::,0'1::..,. 
737 M.lac:ellanooua pbyolcal property ·-·--·--·--·-•-• 46,081,633 •··--···••··- 14,857,910 -·-···· •·--···-···-· 60,939,543 ....... 60,939,HJ 
738 Accnied dapreciation-iacellan0011e pbyaical 

FrOJ>erty • _ ••• _ ••• _. ____ • ______ •• ____ •••• _. _. t---'""•·"''"•'e.• ,,,•c."+----+-'·-·_ .. _·.:.--;.;·.:.--;..:·.c. .. +--='"'"' ':.:":a•':::':::"'+-·----·---;.;·+·-·_--_ . .:. .. _·_·.:.--;.;·_· f--'-" c100.,•:::•:::•,:•••,c"""+.:."-·----·-· +---.,;,._--+ __ c.,1::.•.:•:::""•"'"-'-" 
Miecellaneoua pbyalcal property leaa r.corded 

depreclat.1011 •·-·-· •--- --- --- --- ---- ----·-- 1--•-•~••-"~•••~'-'-+----+-·-·_--_._ .. _._ .. _._·_,· __ 1_1~,1.:.32:.:•"-••~•-1----+-·-·_ .. _._._ .. _._ .. _._. t--'-'°'-''-'-64'-'6-",6"-06"--+---+-----+--~'°-'-'~•••-'-••"•~0S~ 
Toial propertl.ea leas recorded depreciation 

and amortizatioa-----------··-·--·····-··· ,-1~•~•-'-•~·••.,_18"-.9,~6'-'4-+----+-·-·_ .. _._ .. _._ .. _._·_,· _ _,_77'-'3•7'-'3~•:.:"~'-+----+-·-·_ .. _._ .. _._._ .. _._.1"2~-•'-'-'~'=""'~•'-'1~•+---+------+~''-'''~•-'-•~-••~"="'-''-
Other u:seUI IIDd defernd cbarpt 

741 Ot.berasaetl!I ··--·-·-·--·-·------·-----···-·-· 2,149,059 •-·-·-·--·--- 3,231,494 •····--··-·-- 15,380,653 5,380,15153 
742 Unamort.lz;ed diaoO\lllt on 101111:-&ena debt-··•··---- 3,491,722 •-· -· --- -· - -- 1,267,582 •••••• -·-- •-- 4,759,304 4,769,804 
74.3 Other derened charge• • - • - - • - •• - •• - - - • • - - • • - - - t---'1"•"''-"""'"0"-l+,;..:.:.,;,._'-'-f_;·_;·c;c .. _;·c;c--_;•c;c";..:·.c. .. +--'•"'•:::•:a• """''+-=,;..:.;+·;.;·.c.--;..:·.c.· ;..: .. .c.·;..:--_;·.:.· t--'-"=·'"e:'.:•''-"":..+.c.-...;..:,+..;..:.;,,;..:.;.;..:.=+--'1-"•'-"•'"""'-''"•:,__• 

~:: ::ta~~~-~~~~~-~~~~~~~~~~+--c,-,1-'-'.,~
1

.oo-'-""':~.·:.,_::7 ---t-"-:;-c;;,-:1--;;.-·,-~-~-;+--,-;~;:~•::.::~:~"•~:+---+-·-.. ...,~,, .. ..,,;;.,.-·,-·:.,.~:-:--+,.~~":~:~=•~:."'!::.::+.-.-.. -.-.. -i-,,:-: • .,-• . .,.••.,,1-,eoa=,-+-,-.s":•",:"::~:'"·.•:=:~: 
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Current llablllt1es: 

G,tJat Northt!m Pacific {i Burlington Linn, foe. pro fO't'ffla gt!ner'Ol balance 11heet a11 of Decembe, JJ, 1966, after gi'riillg ef/t!ct to me,ge, of 

Great Northe,n Pacific {i Burlington Lines, Inc. and the Chicago, Burlington & Quincy Railroad Company-Continued 

General 
balance 
sheet 

GNP&B Lines, Inc. 

Adjust.IOOnts and 
elh:ninations 

Notes Amount 

General 
balance 
sheet 

Burlln¢,on 
Adjustments and 

eliminations 

Notes Amount 

Net 
combined 

Adjustments and 
elimln.lltiOns 

Notes Amount 

After 
adjustmenta 

and 
eliminationl!I 

752 Trame and ce.r service balances·medlt•··········· •••...•••••.• ·······•····· $470,474 ••••·••••••• $470,474 J $(470,474) •••••••·••••• 

753 Audited l\OOCuntB and wages payable •············ $12,972,391 ······•······ 10,914,732 •••·•••••••• 23,887,123 •·•········ $23,887,123 

754 Miscellaneous accounts payable •················ 5,885,325 ••••••••••••• 3,133,530 •••••••••••• 9,018,855 •·········· 9,018,855 

755 Interest matured unpaid•························ 4,664,188 •••••••••·••• 378,871 ········•··· 5,043,059 •·······•·· 5,043,059 

756 Dividendz, m.lltW'ed unpaid•······················ 140,650 ·······•····· •·······•··· ···-····•··· 140,650 •••···••••• 140,650 

71S7 Unmatured interest accrued • • • •• • • • ••• • • • • • • •• • -· 2,383,743 • • • •• •• • • • •• • 2,709,816 • • ·• ••• • • • • • 5,093,559 • •· • •• • • • • • 5,093,559 

758 Unmatured dividends declared · · •· - - •• · ·• • •• ••• •• 8,639,399 • • • •• •• • •• •• • • • •• • • • ••· · · •• • • ••• • • • • • 8,~9,399 • • • • • • • • • • • 8,539,399 
759 Accrued 8000unts payable....................... 30,393,442 •••••••••·••• 22,157,258 ••••••••••·· 52,550,700 •·········· 52,550,700 

760 Federal Income taxes accrued •················-· 14,358,046 C ••• $(903,084) 5,141,715 ••••·••••••• 18,596,677 ••••••••••• 18,596,677 

761 Other taxes accrued--·························· 20,207,412 ••••••••••••• 9,454,289 •••••••••••• 29,661,701 •·········· 29,661,701 

763 Other current liabl Ii ties • ••• - • • - • • • • • • • • • • - - - - • · · 1---'•c,,,3c,7,e6,.e,8e,8e,5 +..=:.:.C:.:..:.~..:-.:.-.:.--:,:-,:,-.:.--:,:-,:,-.:.--:,:-+_.::3.:.:,5:::3e,3,,:e3,e8,_I +,::.:..:.:.:..:.+.:.--:,:-,:,-.:.--:,:-,:,-.:.--:,:-.:.-+--''"''"'-'',e0,e,2,e66"4_:..::.;.c+.:.--:,:-:,:-,:,--:,:-:.:-.:.--:,:-➔ __ 7c,,!_91"0!,,2!!6!!!._6 

Total current liabilities •• • • - - • • • • • • - • - • • - · · · · 1-_;_;103=••:.:2:.:l,;,4:::8.;.I +-----+--.:<•c:oa;::.•:.:•;::.84")+--''"7",8"9.:,< ,:,:0;::.66::;---I---_-_-_--_-____ -----+-:.:":.:"-"''"';::.2,..,<;::.63::;-=+--''""'-'0:,,,4::;7:.:,4:,,) +-_:,l::;60::,,,,:·H::;l:,,,9e,8"'-9 

Long-term debt due within l year. 
764 Equipment obligations and other debt •· -- • • -· ••• •• 21,368,499 • •• • • • • •• •• • • 17,692,316 • ••• • • • • • • • · 39,060,815 ••• -·· •· • -· 39,060,815 

Held or by for compe.ny • • • • • • • • • • • • • • · • • • • • • • • • • • i-:-.:.--:..:-..:-.:.--:..:-:.:-.:.--:..:-:.:-+..===""1-'-..:-.:.--.:.-..:-.:,--.:.-..:-.:.-.:.--+_;(,:2.:.:,•c:•.e••,!l.!.15,cl4-':.:..:,=+.:.--.:.-..:-.:.--.:.-..:-.:,--.:.-..:-+--'("'2",6:.,0e,5 ,c,1,:;15e,)+--::..:...i-:-.:.--:,:-:.:-.:.--:,:-:.:-.:.--➔---' C:2:,,,e60e,5:,,,'-11"5:i.) 

Actually outstanding - - • ••••• • • - • - • • • - • - • - • - • • • - - l--'2,_,1.,,,a,,ae,8,:,,4,:9:,9 +c:.:..:.="Cf-'-..:-.:.--.:.-:,:-,:,-.:.--:,:-,:,-.:.--+_;l:.:5.:.:,0:::8,c7 ,.,,2,e0l'-4_:..::.:.c:.:..:.i-:-:,:--:,:-,:,-:,:--:,:-,:,-.:.--:.:-+--'•:::6,e,4:::5,c5 ce7::;00"4_:..::.:.c.:j..:.:-.:.--:.:-:.:-.:.--:,:-:.:-.:.--➔--"36,c,~4:!;55~,70"0'

Lona:-term debt due after 1 yeu: 
165 Funded debt un.mat.uNtd ••••••• · •••••••.••• • • -·-- '4.<l8,S60,600 D (11,361,000) 14..3.,264.,885 G $4.0 13.1 000 614 889 4B5 • • • •· • • • •• • 614,SS9,4S!I 

Held by or for company ••••• • • • • • • • • • • - - • • • • • • • • I---' t'7c,4s;,3:::6:::5.:.:,0:.,00;::."'!------f----_----...,-_--_-_-_----+-""3:.:2"-' 4:,:4;::.6,::8:::8,:.5)+---+-"29:.,•:;::.,86::,9"• 9:::00c:..i--'.:7.::6:.:-• •.:.••::i:,,:8;::85:,."+-K"--f-'(C.70::,,c:OOO=,O::OO=) r-'("l;:;<6::,,,,:::,9<,:2:,,8e,8:::5>:,_ 

Actually outstanding - · - .••• - - · · · - • • • - · · · • • • · · · · l--'3""7:.:,<.,;<:,9:::5,e6:::00"+---+--""'"'7",3:::6,s7 "'0"00""+--"""0"8:,:l,;8 "'O"OO"-f_:..:=.:..:.,t---"70= •00:::0:.0:::00:::.+--''"3:,:7,.,9:.:,4,o6ce6::::00"-+--=+..1'.c70e.,e000=0:::00:::ll"f--"'""'7"', •e:•:.:•se•e,OO,.e_ 

766 Equipment obliptioo8 •··········•·············· 163,730,250 ••••••••••••• 132,015,455 ········•··· 285,745,705 •••··•••••• 285,745,705 

769 

771 
772 
773 
774 

762 
783 
784 
785 

791 

Held by or for company· - • - • - • · · - · • • • - - · · · - - • • • · · i-:-.:.-:,:--..:-.:.--:.:-:.:-,:,-:,:--:.:-+..:..:.=.:...i .... -:.:-.:.-:,:--:.:-.:,-.:.--:..:-.:.-.:.--+.:.--.... -_-_--.... -.:.-.:.--:..:--1_:..:=:.:..:.i-=,-.:.--:,:-.:.-.:.--:,:-,:,-.:.--:.:-+-:.:-.:.-.:.--:.:-.:.-.:.--:,:-..:-.:.---1...:.:=+:.:·.:.· -:,:·:.:·.:.· -:..:·:.:·.:.· ·:..+..:·.:.· -:..:·:.:·.:.-·:..:·:.:-,:,· .:.· ·:,:·_ 

ActuaHy outstanding - • • •••• • • • • • • • • • • • • • • • · • • - • l--'-15,:3:,,, 7,:3:::0,.,.2,,.,5,c0+-,.:.:.:..:..c:..+..:-.:.· ·:.:·..:·.:.· ·:..:-:.:-.:.· -.:.-:.:·+_lo,3:o2.:.:,0:.,,1:o6 c,<,c55'4_:_:,==i-·:..:·:.:-.:.· -.:.·:.:·.:.· -.:.-:.:·.:.· +--2::,8:::5:,:, 7c,<.:c5!!, 7,::05:c+_:..::..:.:..J-::;--:,:·:.:-.:.--:,:·.,:·:,;· •:..:·4_,!2e,85;,,,:;74!,5", 7"0"''

Total funded dobt and equipment obligations 
outsui.nding - - •••••••••••••••••••••• - • • • • - • 1--"'52e,8,.,,2e,2,e5,.e.•8,e50"+_:..::.:.c=+--"'"'..:7,.e,3e,6,c7 ,e,000""')+-_,2,:<,:2-",83,ee,3,.:,<2e554 _:..::.;_;~l--"70;,,0::,00~,oo~o+-_;8e,2::,3-".,o,.,92e,,,e3,e05e.+..:..::..:.:-1-..1".!c70!!,,~ooo~,OOO~ll~_.!75e,3o;6!!,92!:,:3!!0~5 

Amounts payable to afriliat.od companies ·••·•••••• 1-··;,.·_·_··-·-·-··-·-·-·-1-----+-----.,--,,-_-_ •• '."'._-_-·_-+-._.:-·".'··-,·".'-:,;··_·_-_-+-_;_'-+-··-·-·-··-·_·_··_·_·+---_--_-_._-·_·_·_··-·-+-....:.:+.:.-•:.:·.:.·;..··:.:·.:.·.:.··:,:·+------'·.,;·:,;·-:.:·..:-.:,··:,:·..:_· 

Total long·tenn debt due aft.er I year • • • • • • • • • • l-_..:::52:,8:,:,22=5,::,8:::50"+---+--(""1"-7,::.3c::6,c7 ,e,000=)+-..,;2::;42=•8:;:3e.3•,:,4;::.55'-+_:..:=..:..:.1-.....:.70:.,,000=:.00=0+-_;S,:2c::3.:,,6:;:9'l=.,e,30::;51 _ _:.,:+..:<,:;70;,,::;00::,0c;,O::,OO=) 1-.....:.'•:::>c,,6e,9,:2c,,,3e,0::,6_ 

Resenes: 
Pension Nld welfare reserves·············••····· 15,114,098 ·······•···· 15,114,098 ••••••••••• 15,114,098 

Insurance reserves • • · ·• • • • • ••• • • • •• •• •• • • ••• • • • 2,911,323 -············ 4,086,481 ·······-···- 6,997,804 ·······-·-- 6,997,804 
Equalizat.ion reserves··· ••••• •••·••··••··.·•·•·• •• - • - •••••••• 

CA13ualty and other reserves • • • • • • • • - - - • • • • • • • • • • !---'""' 7':'3:,6,_.'4:,3c::6+----+---·_· _. ·_·_· _. -_-_-_. -+--''"'' lcc7c::5.:,,9:.:l.;.7 +---+--_. -_-_--_-_._. ·-·--+--'l:'0,::,9:'1=.2 ,:::3::;53':-t--'-+.:.· .:.· -:,:-_-_--_-..;·.:.· ·:..+-.....:.' 0::,,,::.9:.,12:,,3::,5ec,3 

Tot.al reaorvoe • • • - • • • • •. • • • · • • • • • · · • • • • • • • • • f--2::;7c,7"6:.,:l-",8"5:.,,7+----!-·-·_· _. ·_·_· _. ·_-_._--+--''"'-'2:.,0c::2,::,3:;:9::.S +==+-· _. ·-·-· _. -.,;-.:,· .:.• ·--+--3"3"-,0:.,2:.,:<,::,2:,:5:;;5+--::..:...1--'·.:.· ·:,:·.:.·.:.-·:,:-.:.-.:.· -:..+--"33::,,.!02e;4"-,2e,6,:c6 

Other liabUIUes and deferred credits: 
Other liabilities •··•···················--······ 3,675,999 -·-·········· 1,246,988 ·····--·--·- 4,922,987 •••• · • •••• • 4,922,987 

Unamortized premium on long-term debt •·········· •·······•···· 
Otberdaferredcrorlltn •························· 1,687,788 ••·•••••••••• 600,379 ••·····••H• 2,294.,167 •·········· 2.294,167 

Accrued deprvciation·len.sed property • • · · · • • • - • • - 1---'"''"2"-,4"9"3+----!----_-_---·-· _--_-_-_--+-....,..'':''c::8,::,3:.,ti::,3 +---+-' -_-_._-_·-------·--+--:-'7:..:lc::0:,,Sc::56"-t--'-+.:.·.:.· ·:,:-_-_--_-_-_--➔---'-'"10:,,8::,6:::6c, 

Total other liabilities and deferred credits f---''"·'8::;7:.,6,: 02:,8:::0+---j---·_· _. ·_·_--_-_-_----+--'2",0°"5:.,:1,,;, 7:.,3:::0+---t--•-· ·_-_._ •• _._._. ·-·+--'7,.,9:,:2,c6z,:,0c:,I01 _ _..:,c+.:.-•:,:·.,:·.:,· ·.:.·.,c·.:,· ·.:.·-t---:..7 ,e,92:::8""-0le,0e, 

Shareholder■' equity 
Capital l'lt.ock: 
Capital stock issued 
Proposed now issue 

Common stock (12,346,595 shares-without pm 
value)•··············-··-··········-······ 495,989,128 ••••·•••••••• ••··•••••••• ••••··•••••• 495,989,128 L 4,803,300 500,792,428 

Preferred stock (3,076,326 eha:ea-$10 par value)-l-_3::;0c,,7"63""',2e,6,c0+-===.:.i, .... -..:·.:.··:.:·:.:-.:.·-.:.-:.:·.:.-.:.--+-·:..:·.:.-.:.--:..:·.:.·:.:··:,:·,:,·.:.· +c:.:..:.=.:i-.:.·-:.,:-:,:-,:,--:.:·:.:·.:.··:.:·:.:-+--"'':::0,_,,7,e63,c,,!26e,0~_:..::.:.:'-l,....:.··:.:-.:,-,:,··:..:-:.:·.:.··.:.·+-~••!!,•,!c76e,3~,2!!6~0 

Total - • • • • • • • • • • •• •• - • • • • • • • · · • • • - • • • · • • 1-..--"'2e,6:,,, 7c,5e,2c,,-•3e,8e,8,1.....:.:..:.=C,J. .... -:..:·,:,· .:.· ·:.:·,:,· -:.,:-:.,:·,:,-::;-·:,_;·:,:·,:,-.:.· -:,:-,:,-::;· ·:.,:-,:,-::..· ,1.....:.:..:,:.:.;,1,:,· -:..:·:.:-,:,-·:..:-:.:·.:,· ·:.,:-:.:·.1--''e,2,e6,_,.7 •,e5!a2 '"3e,88W,_:..::.:.:CL,_4!c,"8~03:,,,~300~1--!!'e.31!..,.!;55!,5o;,6!!;8!:!,_8 
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Great Northem Pacific & Burlington Linea, Inc. proforma general balance sheet as of December 31, 1966, after git>ing effect to merger of 
Great Northem Pacijic & Burlington Linss, Inc. and the Chicago, Burlington & Quincy Railroad Company-Continued 

GNP&B Lines, Inc, 

Adjustments and 
eliminations 

Burlington 

Adjustments and 
eliminations 

Net 
combined 

Adjustments aod 
eliminations General 

balance 
sheet Notes Amount 

General 
balance 
sheet Notes Amount Notes Amount 

LiabilitWs and shareholders' equity-Continued 

Shareholders' equity-Contlm.led 
Merging companies: 

Common stock - - • - - - - - • • - • • • • - • - - • - - - - - - - - - - - - $170,839,100 $170,839,100 $(170,839,100) 
------------

After 
adjustments 

and 
eliminations 

-----------
-----------Held by or for company-----··················· 

Total - - • - • - • - - - •• - • - • - ••••• - - - - • -- - - - - - - ·i-:-· ·;_;·_;·..;.·..;.· •;_·_·..;.·_· -----+---~:--·--_-_-_-_. -_-_._._. ·--+--'l'-'7:':0'-',8:::3.::.9..:1.::0::.0-+--"..;...;.t--'"-'"..;."..;.· •;_;·_;·..;.·..;.· ·..;.·-·+-l'-'7'-'0"',8"3°"9'-'1'-'0"'0--t_;.,;...;.:..+-'-'-""""'-"'-!~4-:.:,::.:..:..;.;,.; 
Total capital stock • - - - - - - - - - • - • - - - • - - - • •1--"$:::52._7,.,_,_7.,_52::.:,3:::8.:<8-r..;.;_;;_;_;c:..:_r·.:.·..;.·..;.· ·;_;·;_·_-_-_._._. ·+.....:.17:..0,o,c,8,c39::.,c:l.::0,c0-+c:..:_..;...;.;,.;_;+.:.·..;.·..;.·..;.· •:c·:c·.:.·.:.·.:.·..;.· ·'-f--'6::,9_,7..:5"9c,l.;4:.,8"8'-J:..:._:.:..:~l-.!c!.::::.:.'.::'..::~:::L.f-'~!.!.:.~ 

(170,839,100) -----------· 
(166,035,800) $531,555,688 

Capital surplus: 
794 Premium and assessments on capital stock-------- ------------ -----------
795 Paid-in surplus-··----------------------------- 1,141,330 -------·-···- ------------ •··--------- 1,141,330 ------------ 1,141,330 
796 Other capital surplus • - - - - - - - - • • • - - - - - - - - - - - - - - - 1----3:..7.:.,0:.5:..lc:•;:32::;3'-+----+-·-·_--_-_._._._._-_. ·-·+-·-· -_-_._._._-_. _. ·-·+---+-·--_. -_-_-_._-_. _-·-·+--"3'-7 ,,_,0"'5:,_li,,3,:2::,3~_,:::_~--'!:.~::!!.:!!!:!.!..~:.:..::.:..:.:..:. M 137,051,323) -----------

Total capital surplus ------------------------ 38,192.653 ·------·····- ------------ ··---------- 38,192,653 (37,051,323) 1 141,330 
Retained income: 

797 Retained Income-appropriated ---------···------- 1,125,000 ------------- 48,'J25,460 ·----------- 49,150,460 ------------ 49,150,460 
798 Retained income-unappropriated - - - - - - - - - • • • • - - - - - l--8:::5:::8=83:::8=4_,;43'-+--E"--l---_.'8::;3:.:3:..,,::.6:..16::,i\4-..;3e,8:,:9"-0::;5::;2:.,.:.12::;5::_I----II-"-" -_-_-_._-_. _-·-·--+-'':..z';:2,!47=0:::5.::.6!-',9"'5:::2~_.,::_~-"'-'"-"-~~~µ~C!-"~ 

Total retained income- - - - - - - - - -- - - - - - - - - - - - - • • l--'8::;5:::9:..,'•::;•96::;3:..,,,!4;::;43'+---+---"''8::;3:,:3:..,,::.6:.;16::,"+--"4"'3.:.7..:0:..:7.:.7,:5:::8:.:5:....,1---~----_-_-_-_-•;_·;,.;· .. ·-·-·+..:'.1:•2::;9:::6:.., '2::;0::;7c,';,. •4_:;12::_+.:..:.:c:..:..4--....1..!c,c,;~~~-I-~~~" 
Total shareholders' equity - - - - • - - - - - - • - - - - • • • • l--'':..:•.!42::;4;::;•c:9,c08e.,:,:,4::,8;,.4+.:...;...;...;.;_;_l---"("83::;3::;,e,6;.1::.6)4-...:6:.:0:..:7.c9,;l:..:6:,.,6::;8::;5e....1-...:..:c:..:._1-· ·:..·;..;·_;·.:.·..;.·..;.· ·:..·;_·_·+..:2:,,,c03::.1:..,'e: •9.::.9:..1 ,c,5:::53"-+-':....+!.!.;~:!.:c~~4.:..,,::.:.::::::.;:: 

M (15,404,306) l 231 652,616 

115,404,306) 1,280,803 106 

N (218,491,429) 1,818,500,124) 

(288,961,903): Total liabilities and shareholders' eauitv - -- - - -- 2,112,062,451 (19,103,700) 931,045,535 70,000,000 3,094,004.286 2,805,042,383 

() Denotes contra. 
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328 INTERSTATE COMMERCE COMMISSION REPORTS 

APPENDIX D 

Notes to pro forma general balance sheet of the Great Northern Pacific 
& Buriington Lines, Inc. (New Company) as of December 31, 1966 after 
giving effect to lease of Spokane, Portland and SeattZe Railway Com
pany 

A.-Transfer debit balance in traffic and car service balances-debit to traffic 
and car service balances-credit as the net balance becomes a credit after 
recording SP&S accounts on books of the New Company. 

B,-Represents property investment accounts, depreciation reserves, funded 
dept, eqU1pment obligations and shareholders' equity to remain in the SP&S 
accounts. 

C,-Represents net liability of the New Company to the SP&S for excess of 
assets over llab1lities of the SP&S to be recorded in the accounts to the New 
Company, as follows: 

Debit Credit 

Current assets---··---·····•····---· $14,451,838 ---------------
Capital and other reserve funds - - ......... 123,381 

____ ., __________ 

Investments -·-~-------·----------~- 30,586,096 ----·----------
Other assets ----------------------- 95,245 ---------------
Other deferred charges ............................. 265,015 -------·-------

· Current liabilities - - - - - - - - - - - - - - -- - -- ...................... ____ $10,633,690 
Casualty and other reserves 

_.,. _______ ---------··----- 148,257 
Other liabilities -------------·-------

____ ....................... 2,694 
Other deferred credits -----------·--- ................ ___ .......... 115,341 
Net liability of New Company to SP&S 

(Note D) account 769, amounts pay-
able to afrlllated companies .. ---.... - - -----------·---- 34,621,593 

Total ..................................................... 45,521,575 45,521,575 

D.-The proforma balance sheet as of December 31, 1966, after giving effect 
to the merger of the Great Northern, Northern Pacific, Burlington and Pacific 
Coast shows total long-term debt of $790,148,005. After giving effect to the 
lease of the SP&S the new figure is$824,769,598. The difference of $34,621,593 
represents an intercompany indebtedness of the New Company to the SP&S 
as indicated under note C above. 

331 I,C.C. 
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APPENDIX D 

Great Northern Pacific & BuPZington Lines, Inc., pro forma generaZ bal.ance sheet as of December 31, 1966 giving effect to merger of Great Northern 
RaiZl,)(ly Company, Northern Pacific RaiZ~ Company, Chicago, BuPZington & quincy Railroad Company and the Pacific Coast R. R. Co.and the Zease of 
the Spokane, PortZand and SeattZe RaiZ~ Company by Great Northern Pacific & BuPZington Lines, Inc. 

GNP&B 
Adjustments and After adjustments 

eliminations and eliminations 
Lines, SP&S Combined 

Inc. 1 Notes Amount. 

Assets 

Current assets: 
701 Cash---------------------------------------------------- $(1,335,408) $3,117,639 $1,782,231 ---- ------------ $1,782,231 
702 Temporary cash investments------------------------------ 159,172,655 2,096,131 161,268,786 ---- ------------ 161,268,786 
703 Special deposits---------------------------------------- 6,639,298 37 6,639,335 ---- ------------ 6,639,335 
704 Loans and notes receivable------------------------------ 2,151 ---------- 2,151 ---- ------------ 2,151 
705 Traffic and car service balances-debit----------------- 2,812,022 ---------- 2,012,022 A $(2,812,022) ---------------
706 Net balance receivable from agents and conductors------- 22.,493,279 1,020,995 23,514,274 ---- ------------ 23,514,274 
707 Miscellaneous accounts receivable----------------------- 31,527,061 1,710,796 33,237,857 ---- ------------ 33,237,857 
708 Interest and dividends receivable----------------------- 3.,437,599 2,569 3,440,168 ---- ------------ 3,440,168 
709 Accrued accounts receivable----------------------------- 30,102,172 3,630,194 33,732,366 ---- ------------ 33,732,366 
710 Working fund advances----------------------------------- 668,272 1,153 669,425 ---- ------------ 669,425 
711 Prepayments--------------------------------------------- 228,511 8,662 237,173 ---- ------------ 237,173 
712 Material and supplies----------------------------------- 54,693,022 2,747,799 57,440,821 ---- ------------ 57,440,821 
713 Other current assets------------------------------------ 799,357 115,863 915,220 ---- ------------ 915,220 

Total current assets---------------------------------- 311,239,991 14,451,838 325,691,829 ---- (2,812,022) 322,879,807 

Special funds: 
715 Sinking funds------------------------------------------- 1,732 ----------- 1,732 ---- ------------ 1,732 
716 Capital and other reserve funds------------------------- 14,456,661 104,029 14,560,690 ---- ------------ 14,560,690 
717 Insurance and other funds------------------------------- 6,098,123 19,352 6,117,475 ---- ------------ 6,117,475 

Total special funds----------------------------------- 20,556,516 123,381 20,679,897 ---- ------------ 20,679,897 

Investments: 
721 Investments in affiliated companies--------------------- 161,952,721 38,979,469 200,932,190 ---- - ------------ 200,932,190 
722 Other investments--------------------------------------- 17,951,991 540,917 18,492,908 ---- ------------ 18,492,908 
723 Reserve for adjustment of investment in securities-

credit------------------------------------------------ ------------ (8,934,290) (8,934,290) ---- ------------ (8,934,290) 

Total investments------------------------------------- 179,904,712 30,586,096 210,490,808 ---- ------------ 210,490,808 
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Great Northern Pacific, & BuI'Ungton Lines, Inc., pro fo:rrna general balance sheet as of December 31, 1966 giving effect to merger of Great Northern 
Railway Company, Northern Pacific Railway Company, Chicago, Burlington & Quincy Railroad Company and the Pacific Coast R. R. Co. and the lease of 
the Spokane, Portland and SeattZe Railway Company by Great Northern Pacific, & Burlington Lines, Inc.-Continued 

GNP&B Adjustments and j.After adjustments 
Lines, SP&S Combined eliminations and eliminations 

Inc. Notes Amount 

Assets--Continued 

Properties: 
Road and equipment property------------------------------- $3,028,157,072 $122,782,005 ~3,150,939,077 B $(122,782,055) $3,028,157,072 
Improvements on leased property----------------------~---- 3,162,373 507,518 3,669,891 B (507,518) 3,162,373 

Total transportation property--------------------------- J,uv.i.,J.l~,"t"t;J l:lJ,..:o:, 1 ;:,.t:..J J,J.!:>4,ovo,::ioo ---- (123,289,523) J,v.:i.1.,J.l~, .... "+:J 

Accrued depreciation-road and equipment------------------ (720,222,841) (30,397,649) (750,620,490) B 30,397,649 (720,222,841) 
Amortization of defense projects-road and equipment------ (98,087,397) (1,945,981) (100,033,378) B 1,945,981 (98,087,397) 

Recorded depreciation and amortization-----~------------- (818,310,238) (32,343,630) (850,653,868) ---- 32,343,630 (818,310,238) 

Total transportation property less recorded 
depreciation and amortization-------------------------- 2 ,'213, 009, 207 90,945,893 2,303,955,100 ---- (90,954,893) 2,213,009,207 

Miscellaneous physical property--------------------------- 60,939,543 6,391,4915 67,331,038 B (6,391,495) 60,939,543 
Accrued depreciation-miscellaneous physical property----- (10,292,937) (1,270,277) (11,563,214) B 1,270,277 (10,292,937) 

Miscellaneous physical property less recorded depreciation 50,o•o,606 5,121,218 55,767,824 ---- {5,.lL.L,218) :iv,040,ovo 

Total properties less recorded depreciation and amorti-
zation------------------------------------------------- 2,263,655,813 96,067,111 2,359,722,924 ---- (96,067,111) 2,263,655,813 

Other assets and deferred charges: 
Other assets---------------------------------------------- 5,380,553 95,245 s,1.ns, 798 ---- ------------- 5,475,798 
Unamortized discount on long-term debt-------------------- 4,759,304 ------------- 4,759,304 ---- ------------- 4,759,304 
Other deferred charges------------------------------------ 19,545,494 265,015 19,810,509 ---- ------------- 19,810,509 

Total other assets and deferred charges----------------- 29,685,351 360,260 30,045,611 ---- ___ ... _________ 
30,045,611 

Total assets-------------------------------------------- 2,805,042.383 141.588,686 2,946,631,069 ---- (98,879,133) 2,847,751,936 

0:, 
0:, 
0 
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Great Northern Pacific & Burlington Lines, Inc., pro forma general balance sheet as of December 31, 1966 after giving effect to merger of Great Northern 
Railway Company, Nol'them Pacific Railway Company, Chicago, Burlington & Quincy Railroad Company and the Pacific Coast R. R. Co. and the lease of the 
Spokane, Portiand and Seattle Railway Company by Great Northern Pacific & Burlington Lines, Inc. -Continued 

Liabilities and s"hareholders' equity 

Current liabilities: 
Traffic and car service balances-credit-----------------
Auditied accounts and wages payable----------------------
Miscellaneous accounts payable---------------------------
Interest matured unpaid----------------------------------
Dividends matured unpaid---------------------------------
Unmatured interest accrued-------------------------------
Unmatured dividends declared-----------------------------
Accrued accounts payable---------------------------------
Federal income taxes accrued------------------------------
Other taxes accrued---------------------------------------
Other current liabilities---------------------------------

Total current liabilities------------------------------

Long-term debt due within l year: 
Equipment obligations and other debt---------------------

Held by or for company----------------------------------
Actually outstanding------------------------------------

Long-term debt due after l year: 
Funded debt unmatured------------------------------------

Held by or for company----------------------------------
Actually outstanding------------------------------------

Equipment obligations-------------------------------------
Held by or for company----------------------------------
Acrually outstanding.------------------------------------

Total funded debt and equipment obligations outstanding
Amounts payable to affiliated companies-------------------

Total long-term debt due after 1 year-------------------

GNP&B 
Lines, 
Inc. 

$23,887,123 
9,018,855 
5,043,059 

140,650 
5,093,559 
8,539,399 

52,550,700 
18,596,677 
29,661,701 
7,910,266 

160,441,989 

39,060,815 
(2,605,115) 
36,lfSS,700 

614,889,485 
(146,942,885) 
467,946,600 
285,745,705 

~ ----------
285,745,705 

753,692,305 

753,692,305 

SP&S 

$3,186,504 
1,445,151 

431,408 
539 

582,151 

2,709,760 
(335,000) 

1,755,619 
857,557 

10,633,690 

793,842 

793,842 

42,710,000 

42;710,000 

3,037,658 

45,747,658 

45,747,658 

Combined 

$3,186,504 
25,332,274 
9,450,263 
5,043,598 

140,650 
5,675,710 
8,539,399 

55,260,460 
18,261,677 
31,417,320 
8,767,823 

171,075,679 

39,854,657 
(2,605,115) 
37,2lf9,Slf2 

657,599,485 
(146,942,885) 

510,656,600 

288,783,363 

288,783,363 

799,439.963 

799,439,963 

Adjustments and 
eliminations 

Notes 

A 

B 

B 

B 

C 

Amount 

$(2,812,022) 

(2,812,022)1 

(793,842) 

l793,842) 

(lf2,710,000) 

(42,710,000) 

(3,037,658) 

(3,037,658) 

(45,747,658) 
34,621,593 

(11,126,065) 

After adjustments 
and eliminations 

$374,482 
25,332,274 
9,450,263 
5,043,598 

140,650 
5,675,710 
8,539,399 

55,260,460 
18,261,677 
31,417,320 
8,767,823 

168,263,657 

39,060,815 
(2,605,115) 
36,455,700 

614,889,485 
(llf6,942,885) 
lf67,946,600 

285,745,705 

285,745,705 

753,692,305 

788,313,898 

c,., 
c,., 
...... 
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Great Northern Paeific & Bu.Plington Lines, Inc., proforma gerierol balance sheet as of December 31, 1966 after giving effect to merger of Great Northern 
Railwy Company, No:rthern Pacific Railwy Company, Chicago, Burlington & Quincy Railroad Company and the Pacific Coast R. R. Co. and the lsase of the 
Spokane, Portland and Seattle Railwy Company by Great Northern Pacific & Burlington Lines, Ine. -Continued 

Liabilities and shareholders' equity-Continued 

Reserves: 
771 Pension and welfare reserves-------------------------------
772 Insurance reserves-----------------------------------------
773 Equalization reserves--------------------------------------
774 Casualty and other reserves--------------------------------

Total reserves-------------------------------------------

Other liabilities and deferred credits: 

GNP&B 

Lines, 
Inc. 

$15 ,114-, 098 
6,997,804-

-------------
10,912,353 
33,024-,255 

4,922,987 

-------------2,294,167 

SP&S 

-----------
------------
-----------

$148,257 

148,257 

2,691.J 

-----------
115,34-1 

Combined 

$15,114,098 
6,997,804 

-------------
11,060,610 
33,172,512 

4,925,681 

-------------
2,409,508 

Adjustments and 
eliminations 

Notes Amount 

-----------
-----------
-----------
-----------
-----------

----------------------
-----------

782 Other liabilities------------------------------------------
783 Unamortized premium on long-term debt----------------------
784 Other deferred credits-------------------------------------
785 Accrued depreciation-leased property----------------------

Total other liabilities and deferred credits------------- 1----::-:-:-:--'-cc:-:+---..:..,,.,--+----,--,-,.,-'---,-+----+-~'-
710,856 43,103 753,959 B $ (43,103) 

7,928,010 161,138 8,089,148 (43,103) 
Shareholders' equity: 
Capital stock: 

791 Capital stock issued 

794 
795 
796 

797 
798 

Proposed new issue 
Common stock (12,346,595 shares-without par value)-------
Preferred stock (3,076,326 shares-$10 par value)----------
Total----------------------------------------------------

Merging companies: 
Common stock------ - · -------------------------------------- -
Held by or for company-------------------------------------

Total----------------------------------------------------
Total capital stock--------------------------------------

Capital surplus: 
Premiums and assessments on capital stock------------------
Paid-in surplus--------------------------------------------
Other capital surplus------------•------------------------

Total capital surplus-----------------------------------
Retained income: 

Retained income-appropriated------------------------------
Retained income-unappropriated----------------------------

Total retained income-----------------------------------
Total shareholders' equity------------------------------
Total liabilities and shareholders 1 equity---------------

() Denotes contra 

500,792,428 
30,763,260 

531.555-688 

-------------
-------------
-------------

531,555,688 

-------------
1,14-1,330 ______ .,,.._.,_ ____ 
1.14-1.330 

4-9,150,4-60 
1,231.652,64-6 
1,280.803.106 
1,813-500,124 
2,805,04-2,383 

------------ 500,792,4-28 

===========' ----------- 30,763,260 

----------- 531-555-688 -----------
40,000,000 40,000,000 B (40,000,000) 

----------- ------------- -----------
4-0,000,000 40,000,000 (40,000,000) 
4-0,000,000 571,555,688 (40,000,000) 

,----------- ------------- -----------
9,300,000 10,4-4-1,330 B (9,300,000) 

----------- ------·-----.. -----.------
9.300,000 10,441-Til:f [9 300.000) 

----------- 49,150,460 -----------
34,804.101 1-266,4-56- 747 B (34 804,101) 
3lL804,101 1-315-607-207 (34-.804-,101) 
84,104-101 1.897-604-225 (94 104,101) 

14-1,588,686 2,946,631,069 (98,879,133/ 

After adjustments 
and eliminations 

$15,114,098 
6,997,804 

-------------
11,060,610 
33,172,512 

4,925,681 
-------------

2,409,508 
710,856 

8,046,045 

500,792,4-28 
30,763,260 

531,555,688 

-------------
-------------
-------------

531,555,688 

-------------
1,14-1,330 

-------------
1.141.330 

4-9,150,4-60 
1.231.652,646 
1,280.803,106 
1.813,500,124-
2,84-7,751,936 
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APPENDIX E 

Great Northem Pacific & Burlington Lines, Inc. pro forrrri retained income--unappropriated as of 
December 31, 1966 after giving effect to merger 

Pacific 
NP GN CB&Q SP&S Coast Combined 

Ry. Co. Ry. Co. R.R. Co. Ry. Co. R.R. Co. 

Credit balance at beginning of year--- $409,295,177 $412,979,682 $371,084,412 $32,131,784 $2,904,246 $1,228,395,301 
Credits (current yearl 

Credit balance carried fran income---- 30,673,591 36,547,109 23,810,592 3,297,580 206,380 94,535,252 
Othe!" c?"edits to retained income------ ------------ 1,737,309.- 9,355,885 ----------- ---------- ll,093,19ij 
Federal income taxes assigned to 

retained income (net)--------------- ------------ ------------ 1,258,679 577,000 ---------- 1,835,679 
Total credits----------------------- 439,968,768 451,264,100 405,509,568 36,006,364 3,110,626 1,335,859,426 

Debits (current year) 
Loss on sale or retirement of property ------------ ------------ ------------ ----------- ---------- --------------
Appropriations for sinking and other 

reserve funds---·------------------- ------------ 1,125,000 ------------ ----------- ---------- 1,125,000 
Other debits to retained income------- ------------ ------------ 3,644,541 1,202,263 105,668 4,952,472 
Federal income taxes assigned to 

retained income (net)--------------- ------------ 795,000 ------------ ------------ (SO, 725) 741.J,275 
Appropriations released--------------- ------------ (1,125,000) ------------ ------------ ----------- (1,125,000) 
Dividends----------------------------- 15,698,550 18,456,558 12,812,902 ----------- 500,000 47,468,010 

Total debits------------------------ 15.698.550 19.251,558 16,IJ57 ,443 1.202.263 554,943 53,164,757 
Credit balance as of December 31,1966- 424,270,218 432,012,542 389,052,125 34,804,101 2,555,683 1,282,694,669 

Adjustments 
and 

eliminations 

---------------
---------------
---------------
---------------
---------------
---------------
---------------
$51,042,023 (a) 

---------------
---------------
---------------

51,042,023 
(51,042,023) 

(a) Net premium on redemption of Northern Pacific Refunding and Improvement Mortgage Series "A11 4 1/ '.}-percent Bonds------------------------
Cost of Burlington common stock in excess of its par value after application of other capital surplus to the extent available----------
Elimination of credit balance of retained income-unappropriated of the SPfS Ry. Co. as of August 31, 1961 not recorded by 

the GNP&B Lines, Inc. under terms of lease of the SP&S Ry. Co.-----------------------------------------------------------------------

After 
adjustments 

and 
eliminations 

$1,228,395,301 

94,535,252 
11,093,191.J 

1.835,679 
1,335,859,426 

--------------
1,125,000 

55,994,495 

744,275 
(l,125,00Cl) 
47,468,010 

104.206.780 
1,231,652,646 

$833,616 
15,404,306 

34,804,101 
51,042,023 
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APPENDIX F 

Great Northern Railway Company, long-term debt 

Nominal date of Amount 
Description issue Date or maturity Interest rate outstanding at 

December 31, 1966 

(Percent) 

Amount due after 1 year: 
Mortgage bondsa 

General Mortgage Gold Bonds, Series C--------·- January 1, 1923--- January 1 • 1973--- 5 $14,154,900 
General Mortgage Gold Bonds, Series D ----·---- July 1, 1926------ July 1, 1976----·- 4 1/2 14,508,000 
General Mortgage Gold Bonds, Series N --------- July 1, 1945------ January 1 ' 1990--- 3 1/8 37,500,000 
General Mortgage Gold Bonds, Series 0 - ------- ------ do - ....... ---- January l, 2000 - - 3 1/8 37,500,000 
General Mortgage Gold Bonds, Series p --------- January I, 1946·-- January 1 ' 1982--- 2 3/4 40,000,000 
General Mortgage Gold Bonds, Series Q 

,..,. ____ .,_.., _ .. _,. -- do 
___ ,. ___ ., 

January l ' 2010··- 2 5/8 35,000,000 

Equipment obligations----···-··-····-·---······· Various ..... -------- Various - -- - - .. -- -· 2-5 1/4 63,994,000 

Total amount due after l year- - ..... - .. - ,. - "' - - ... - .. - - - .. 
_____ ,.._.,.,.,. ............ ------ .................. .. ..................... 242,656,900 

Amount due with in 1 year: 
Equipment obi igati ons- • - • - - • - • - - - • - - - • • - • - • - • - - -------·---~---- ---------------- ... - ' ............... - 7,633,000 
Miscellaneous obi igations ~---------------- --- ---·--·---- .. ---- --~--------~-·-- - -.............. - .. 28,624 

Total amount'due within 1 year--····--···--····· -----------~---- ---------------- ........................ 7,661,624 

Total long-term debt ~-~----~---·----------~-- ................... _ .. _____ -~---·--·---~--- ...... - ......... ,. - - b242,656,900 

a1ssued under Great Northern Gold Bond Mortgage, dated January 1, 1921. 

booes not include or reflect liability of Great Northern as guarantor or certain obligations of affiliated companies of approx!
:"" mately $10 million, Also Great Northern is contingently liable as guarantor along with other railroads for its proportionate 
0 share of any contingent obligations not met by other railroad participants or obligations of Trailer Train Company aggregating 
0 $81,892,855 . . 
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APPENDIX F-Continued 

Northern Pacific Railway Company long-term debt 

Nominal date of Amount 
Description issue Date of maturity Interest rate outstanding at 

December 31, 1966 

(Percent,) 

Amount due after 1 year: 
Mortgage bonds 

Prior lien mortgage - - - - - - - • • • - - - - - - - • - - - - - - - - January 1897---- January 1997----· 4 0 $93,365,800 
General lien mortgage------·------·-···--·-·- January 1897---- January 2047----- 3 d53,585,900 
St. Paul-Duluth Division Mortgage - - - • - - - - • - - - - June 1900--- - -- December 1996 - - 4 e252,ooo 
Refunding and Improvement Mortgage, Series A. - µuly 19 14 - - - - - .• - July 204 7 - - • - - - - - 4½ f•g 17,367,000 
Refunding and Improvement Mortgage, Series E - - July 1945-----·-- July 2047-------- 4 
St. Paul, and Duluth RR First Consolidated 
Mortgage-------····--·-----·-

_______ .... _ - June 1898------- June 1968 -- ------ 4 h1,ooo.ooo 
Collateral Trust Bonds-••-·--------·-·------·--- October 1954 .... - - October 1984----- 4 i30,2a2.ooo 
Equipment ob Ii gati ons - - - - - - - - - .. - .... ___ ,__ .. .,_,. __ 

Various•-··---·· Various 2 3/8-4 7/8 89,736,250 

Total amount due after I year--•·----------··- !- - - .... -

.. _ .. ____ .. _ ...... - - - - .... - .... - ...... - - - ----------- 285,568,950 

Amount due within I year: 
Collateral Trust Bonds••·····--·-··--·--····- ~---------·----- _,._ .................... ____ -------- 1,560,000 
Equipment obligations - -

_________ ... ______ - .. - .. _________ .. _____ ,_ .................................... ..- ....... _ .. ___ 10,677,000 
Miscellan!"OUS ob ligations - • • - - - - • - - - - - - - - · - • • --------- .. -- .. -- ... 

____________ ., ____ --------·- 1,469,875 

Total amount due within I year .... - - - .... - - - ~- - - -
_________ ... _ .. ___ .. ,.. __________ ,., ____ - - - ....... - - - -- 13,706,875 

Total long-term debt---··--------···------·· -----·-·-------- -------------~--- -- -- .. -- -- - 299,275,825 

Cissued under Northern Pacific Prior Lien Mortgage, dated November 10, 1896. 
d1ssued under Northern Pacific General Lien Mortgage, also dated Novern.ber 10, 1896. Figure shown does not include $5,555,· 

000 he Id in treasury or pledged. 
8 Issued under Northern Pacific St. Paul-Duluth Division Mortgage, dated June 15, 1900. 



UPRRIG-000529

.... 
o 
o . 

fJssued under Northern Pacific Refunding and Improvement Mortgage, dated July I, 1914. These bonds would be redeemed 
and canceled as part of the proposed unficatlon program. 

glssued under same vehicle described in (f) above. In addition to those publicly held $63,250,000 principal amount of North• 
ern Pacific Refunding and Improvement bonds, Series E, Issued under same mortgage are pledged under Northern Pacific Col· 
lateral Trust Indenture dated October I, 1954. After merger of Northern Lines those bonds would be released from pledge and 
like amount of New Company's new consolidated mortgage bonds would be deposited and pledged in substitution therefor. 

hissued under the St. Paul and Duluth First Consolidated Mortgage, dated June I, 1898. 

i1ssued under Northern Pacific Collateral Trust Indenture, dated October 1, 1954. Figure shown does not include $5,358,000 
he Id in treasury or pledged, 

APPENDIX F-Continued 

Chicago, Burlington & Quincy Railroad Company long-term debt 

Nominal date of Amount 
Description issue Date of maturity Interest rate outstanding at 

December 31, 1966 

(Percent) 

Amount due after 
Mortgage bondsj 

1 year: 

First and Refunding Mortgage, Series 1970-·-··· -August 1, 19 44 • • August 1, 1970--- 4 1/2 k$- - --·. - - •• 
First and Refunding Mortgage, Series 1970---··· August 1, 1945 • • August I, 1970--- 2 7/8 143,333,000 
First and Refunding Mortgage, Series 1978------ February 1, 1958 • February 1, 1978-- 4 3/8 m18,677,000 
First and Refunding Mortgage, Series 19·55 - - • • -· August 1, 1945··· August I • 1985--· 3 1/8 n29 ,251,000 
First and Refunding Mortgage, Series 1990------ February I • 1950- February l, 1990 - 3 0 19,557,000 
First and Refunding Mortgage, Series 1998···--- February 1, 1958- February 1, 1998 - 4 

p _________ 

Equipment obligationS••··--······--------- -···· Various-----·--- Vario us • - - - - - - - •· 2 5/8 -5 3/4 132,015,455 

Total amount due after I year -------------- .. -- - - ------····-- .......... - -- - - .... - ...... - ----,•-··-- 242,833,455 

Amount due within I year: 
Equipment obligations - - • • - - • - - • - - - - - - - - - - - - • • • 

- ............ ____ ., _____ 
--------------~-- 2 5/8 -5 3/4 15,087 ,20 I 

Total amount due within 1 year· - - • • - • -- • • • • • • - ------------------ --------·-------- ----------- 15,087,201 

Total lon1:1•term debt····--···-··············· - .. - .. -- - -- - .. -- - .. - ..................................... ........... _____ 257,920,656 
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c,o irssu ed under Burlington First and Refunding Mortgage, dated February I, 1921, under which 
'.:'.: cessor trustee, and secured by a first lien on 7,854.03 miles of railroad owned by Burlington 
,.... capital stock owned by Burlington in C&S and various terminal companies. 

First National City Bank is sue
and on all (358,563) shares of 

0 
0 . 

k$10, 140,000 principal amount excluded-heretofore reacquired and held in treasury. 

1$796,000 principal amount excluded-heretofore reacquired and held in treasury. 

m$1,260,000 principal amount excluded-heretofore reacquired and held in treasury. 

n$2,205,000 principal amount excluded-heretofore reacquired and held in treasury. 
0 $922,000 principal amount excluded-heretofore reacquired and held in treasury. 

P$19,729,000 principal amount excluded-heretofore reacquired and held in treasury. 

APPENDIX F-Continued 

Spokane, Portland and Seattle Railway Co. long-term debt 

I 
Nominal date of 

Description issue Date of maturity Interest rate 

(Percent) 

Amount due after 1 year: 
First Mortgage Bonds - - - - - - - - - - - - - - - - - - - - - - · March I, 19 7 I - - March I' 19 11 -- - - 4 
Equipment obi igations - - - - - - - - - - - - - - - - - - - - - Various - -- --- - Various-------- - - 3 3/4 - 4 5/8 

Total amount due after I year-------------- --------------- ------------------- ------------
Amount due within I year: 

Equipment obi igations - - - - - - - - - - - - - - - - - - - - - • --------------- ------------------ 4 - 4 5/8 

Total amount due within I year------------- ---------------- ~----------------- ------------
Total long-term debt---------------------- ---------------- - - - -- --- - - - - - - - - - - - ------------

Amount 
outstanding at 

December 3 1, 1966 

~42,710,000 
3,037,658 

45,747,658 

793,842 

793,842 

46,541,500 

qOwned one-half each by Northern Pacific and Great Northern. These bonds were originally due March I, 1961, extended to 
March 1, 1971, under Finance Docket No. 21468, dated February 24, 1961. 

Because the proposal involving SP&S contemplates lease only these bonds held in equal proportions by Great Northern and 
Northern Pacific would not be extinguished. 
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APPENDIX G 

Great Nonhem Raiway Company Compa:,,ative Income Statements 

1958 1959 1960 ~966 

Rai way operating ineome 

Railway operating revenues----------------- $251,671,504 $254,559,530 $246,024,650 $281,777,075 
Railway operating expenses----------------- 190,854,844 197,108,501 194,051,856 207,856,575 

Net revenue from railway operations------- 60,816,660 57,451,029 51,972,794 73,920,500 
Railway tax accruals----------------------- 32,386,938 29,861,886 28,701,516 37,351,961 

Railway operating income------------------ 28,429,722 27,589,143 23,271,278 36,568,539 

Rent inaome 

Rent from locomotives---------------------- 276,997 223,276 191,135 48,141 
Rent from passenger-train cars------------- 1,151,525 1,155,677 1,073,814 919,116 
Rent from work equipment------------------- 14,922 33,275 24,044 42,508 
Joint facility rent income----------------- 1,694,034 1,579,726 1,612,979 1,600,210 
Total rent income------------------------- 3,137,478 2,991,954 2,901,972 2,609,975 

Rents payable 

Hire of freight cars-debit balance--------- 2,249,511 3,111,672 4,473,541 3,716,153 
Rent for locomotives----------------------- 150,698 91,520 89,012 48,974 
Rent for passenger-train cars-------------- 1,008,478 959,966 920,445 746,337 
Rent for work equipment-------------------- 25,381 3,318 1,513 6,376 
Joint facility rents----------------------- 2,309,822 2,204,193 2,253,291 2,372.775 

Total rents payable----------------------- 5,743.890 6,370,669 7,737.802 6,890,615 
Net rents--------------------------------- 12,606,412) l3,378,71SJ· (4,835,830) l4. 280. 640J 

Net railway operating income--------------- 25,823,310 24,210,428 18,435,448 32,287,899 

Other income 
Income from lease of road and equipment---- 5,588 6,390 4,674 .4,175 
Miscellaneous rent income------------------ 631,581 679,734 705,401 873,875 
Income from nonoperating property---------- 680,997 641,101 545,553 693,943 
Separately operated properties-profit -- ------------ --------------- 56,447 ---------------
Dividend income---------------------------- 6,405,789 6,338,014 6,313,714 7,391,247 
Interest income---------------------------- 2,183,588 2,633,966 2,915,729 4,928,363 

..... 
0 . 
0 

Income from sinking and other reserve 
funds------------------------------------- 188,062 312,548 262,081 86,671 

Miscellaneous income----------------------- 925,543 721,208 645,151 380,639 
Total other income------------------------ 11,021,148 11,332,961 11.448. 750 14,358,913 

Total income 36,844,458 35,543,389 29,884,198 46,646,812 
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GREAT NORTHERN PAC.-MERGER-GREAT NORTHERN 339 

Great Northern Raiu.Jay Company comparative Income Statements-Continued 

1958 19 9 J.960 

Misooitaneous deduction from income 

Miscellaneous rents------------------------- $51,479 $58,837 $59,592 
Miscellaneous tax accruals - --- - -------- --- - - 201,930 209,375 230,670 
Separately operated properties-loss--------- 37,829 161,218 ---------------
Miscellaneous income charges---------------- 634,399 139,547 383,815 
Total miscellaneous deduct ion-------------- 925,637 568,977 5.,0 ,077 

Income available for fixed charges---------- 35,918,821 34,974,412 29,210,121 

F'i:r;6d charges 

Rent for leased road and equipment---------- 1,695 2,071 3,854 
Interest on funded debt--------------------- 8,195,887 8,261,042 8,337,072 
Interest on unfunded debt------------------- 3,576 -------------- 072 
Amortization of discount on funded debt----- 139,865 153,026 1"5 509 
Total fixed charges 8,341,023 8,416,139 8,486,907 

Income after fixed charges------------------ $27.577 798 S26 ,558,273 S20, 723,214 
QE_erating _!:'at!o: .lf>!r~~~~ 1..:--.:::.-.:-.:-.:-:---_:..-.=---:~:~ ·- __ . _ 10 ,u'+ ,4> , ... 

( ) Denotes contra 

Northam Pacific Raib.uay company Comparotivs Inaoma Statements 

Raib.uay operating incane 

Railway operating revenue-----------------
Railway operating expenses----------------

Net revenue from railway operations------
Railway tax accruals----------------------

Railway operating income------------------

Rent income 

Rent from locomotives 
Rent fran passenger-train cars------------
Rent from work equipment------------------
Joint facility rent income-----------------
Total rent income 

Rents poyabLe 

Hire of freight cars-debit balance-------
Rent for locomotives----------------------
Rent for passenger-train cars-------------
Rent for work equipment-------------------..
Joint facility rents----------------------
Total rents payable-----------------------
New rents------------------------------- --
Net railway operating income--------------

331 I.C.C. 

- $179,107,731 

- 143,066,032 
- 36,041,699 
- 21,139,202 
- 14,902,497 

253,114 
- 957,507 
- 74,700 
- 4,365,869 

5,651,190 

- 591,654 
- 53,548 
- 585,449 
- 1,432 

1,096,285 
- 2,328,368 
- 3,J22,822 
- 18,225,319 

$183,608,782 $174,915,492 
146,426,171 147,871,058 

37,182,611 27,044,434 
25,492,066 20,212,004 
11,690,545 6,832,430 

254,430 227,471 
913,552 1,084,861 
102,313 183,797 

4,546,122 4,645,780 
5,816 417 6,181,909 

1,186,321 855,438 
62,514 66,759 

508,878 647 t 751 
3,015 5,718 

1,177,716 1,283,133 
2,938,444 2,858,799 
2,877,973 3,283,110 

14,568,518 10,115,540 

$71,111 
276,279 

8,143 
863,661 

1,219,194 
45,427,618 

1,618 
a, 105,453 

120 
173,314 

8,880,509 
S36 547,109 

,a, n 

$210,189,700 
168,697,965 

41,491,735 
24,255,091 
17,236,600 

122,365 
867,330 
33,876 

4,626,387 
5,649,962 

194,935 
17,359 

406,408 
7,553 

1,219,432 
1,845,687 
.s,804,27::, 

21,040,919 
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Northern Pacific Bai.Way Corrpany Comparative Income Statements--Continued 

1958 1959 1960 

other income 

Income from lease of road and equipment---------- $45,964 $47,081 $46,693 

Miscellaneous rent income------------------------- 1,371,432 1,489,083 1,386,611 

Income from nonoperating property---------------- 5,722,257 9,115,847 8,404,803 

Dividend income---------------------------------- 6,603,231 6,356,530 6,986,559 

Interest income---------------------------------- 2,667,261 3 ,211,ti.59 3,547,428 

Income from sinking and other reserve funds------ 69,917 113,156 208,428 

Miscellaneous income 1,192,201 1,380,301 932,096 

Total other income------------------------------· 17,672,263 21,713,457 21,s+2,s1e 

Total income----------------------------------· 35,897,582 36 ,2BL975 31,628,158 

Mi.seellaneous deductions from income 

Miscellaneous rents ------------------------------ ·30,391 29,579 30,627 

Miscellaneous tax aceruals 661,702 711,481 683,912 

Hiscel.i.aneous income charges------------- 2.085,874 593,609 932,674 

Total miscellaneous deductions 7,777,967 1,334,669 1,647,2.13 

Income availab.le for fixed charges-------------- 33,119,615 34,942,.306 29,980,945 

Fi"6d eharges 

Rent for leased road and equipment---------------· 49,618 49,768 49,618 

Interest on funded debt 10,924,586 11,009,193 11,256,439 

Interest on unfunded debt 1,966 1,878 10,927 

Amortization of discount on funded debt---------- 131,469 105,302 116,767 

Total fixed charges 11.107,639 11,166,141 11.433.751 

Income after fixed charges---------------------- S22 1 0ll,976 $23,781,165 SlB,547,194 

Op erating ratio: (percent}------------------------- ·1y .87 79 • .,. o,.,. 

Chi=qo, Burlington & quincy Railroad Company Comparative Income Statements 

Rai Zwcry operating income 

Railway operating revenues-------------
Railway operating expenses-------------
Net revenue from railway operations----

Railway tax acc~uals-------------------
Railway operating income---------------

Rent ineome 

---------· 
---------
----------
---------

Rent from locomotives -----------------
Rent from passenger-train cars---------
Rent from work equipment---------------
Joint facility rent income--------------

------------------
---------
---------

Total rent income-------------------------------

$258,027,700 
200,263,598 

57,764,102 
27-403,280 
30.360.822 

177,810 
1,451,453 

41,104 
779.659 

2,450,026 

$263,0?2,883 $251,135,890 
209,875,069 203,951,532 
53,197,812 '-1-7 .184.358 
27,339.438 25,178,072 
25-858-376 22,006,286 

139,111 93,316 
1,368,610 1,423,519 

145,917 59,21.fO 
828,502 867,468 

2,482,140 2,443,543 

1966 

$44,720 
1,824,106 
8,856,254 
6,620,487 
3,919,421 

341,723 
1,801,910 

23,ti.08,621 
44,449,540 

29,761 
1,040,445 
1,016,620 
2,086,8:.!0 

42,.362,714 

49,618 
11,474,521 

3,064 
161,920 

11,689,123 
:;;30,6·13 1 :i9.1 

ov.,o 

$ 209 ,s22 ,3 ... 7 
227,622,927 
61, 999",420 
25,738,844 
36.260,576 

35,100 
1,397,428 

56,274 
835,900 

2,324, ,u~ 
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Chicago, Burlington & Quincy Railroad Company Comparative Statement--Contirrued 

Rents payable 

Hire of freight cars debit balance----------------
Rent of locomotives-------------------------------
Rent for passenger-train cars---------------------
Rent for work equipment---------------------------
Joint facility rents------------------------------
Total rents payable 
Net rents----------------------------------------

Net railway operating income----------------------

Other income 

Income from lease of road and equipment-----------
Miscellaneous rent income-------------------------
Income from nonoperating property-----------------
s 
D 
I 
R 
M 

:p~ratel~ operated properties--------------------
1v1dend income-----------------------------------
nterest income-----------------------------------
elease of premiums on funded debt----------------
iscellaneous income------------------------------
Total other income ------------------------------
Total income-------------------------------------

Mis ce l Zaneous deductions from income 

Mi 
M 
s 
M 

scellaneous rents-------------------------------
iscellaneous tax accruals------------------------
eparately operated properties-loss---------------
iscellaneous income charges----------------------
Total miscellaneous deductions-------------------

I ncome available for fixed charges----------------

Fixed charges 

ent R 

I 
I 
Am 

for leased road and equipment----------------
nterest on funded debt---------------------------
nterest on unfunded debt-------------------------
ortization of discount on funded debt-----------

Total fixed charges------------------------------
N et income after fixed charges--------------------

Operating ratio: q,ercent)-----------------------

--- ----- ~-- - ·- .. 1958 1959 1960 

$4,817,495 $4,654,351 $3,252,317 $6,259,999 
84,980 (617) 4,640 247,239 

1,039,396 1,061,073 l,ll8,395 1,085,029 
272 118 57 2 

3,195,902 3,183,635 3,11111,922 2,286,6114 
9,138,045 8,898,490 7 ,817;331 9,878,913 
(6,688,019) \6,416.350) (5,373,788) 0 ,5511,211J 
23,672,803 19.4112.026 16,632,1198 28,706.365 

7,724 6,787 6,910 6,835 
732,6119 783,071 875,862 1,268,996 
3611,1167 409,087 334,672 4211,5611 
12,073 12,205 13,545 ~------------

992,127 723,198 753,370 572,401 
793,078 1,290,237 1,238,197 1,586,588 

21 21 20 ------------
6311,363 2,7611,870 573,21111 1,1178,366 

3,536,502 5,989,476 3,795,820 5,337,750 
27,209,305 25,1131,502 20,428,318 34,01111,ll5 

31,072 29,1146 33,210 110,861 
137,226 153,1192 181,523 213 ,4111 

---------------- -------------- --------------- 11,653 
180,049 203, 5611 108,072 1118,313 
348,3117 386,502 322,805 677.241 

26,860 .. 958 2s ;045 ;ooo 20,105,513 33;366;8711 

57,632 56,623 57,293 53,383 
7,2117,259 7,228,783 7,484,585 9,297,477 

1,7011 1,4111 1,245 18,629 
62,631 62,010 69,252 186,793 

7,369,226 7,348,857 ·7 ,612 ;375 ·9;s5s,202 
S19,1191,732 $17,696,143 Sl2,493,138 S23,810,592 

11.0.L ·,a. 99 8.L.li ftj. ;y:, 
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Spokcoie. Port"Land and \Seattle RaiWay Company. Comparative Income Statements 

1958 1959 1960 

Rai way operating income 

Railway operating revenues---------------------- $24,040,519 $26,824,576 $25,048,890 
Railway operating expenses----------------------· 19,699,569 20,403,517 20,030,653 
Net revenue from railway operations --- 5,340,950 6,421,059 5,018,237 
Railway tax accruals----------------------------- 2,237,201 2,217,938 2,491,501 

Railway operating income----------------------- 3,103,749 4,203,121 2,526,736 

Rent income 

Hire of freight cars-credit balance------------- 65,451 -------------- ---------------
Rent from locomotives---------------------------- 455,904 465,889 471,569 
Rent from passenger-train cars------------------- 188,075 207,923 177,759 
Rent from work equipment------------------------- 98,423 127,871 108,317 
Joint facility rent income----------------------- 367,407 383,602 416,916 
Total rent income------------------------------ 1,175,260 1,185,285 1,174,561 

Rents payabfo 

Hire of freight cars -debit balance-------------- ----------------- 26,032 77,356 
Rent for locomotives----------------------------- 1,582 25,819 18,697 
Rent for passenger-train cars-------------------- 142,789 150,445 146,514 
Rent for work equipment-------------------------- 292 13 (7,602) 
Joint facility rents----------------------------- 394,566 530,689 489,317 
Total rents payable ---------------------------- 539,229 732~998 724,282 
Net rents--------------------------------------- 636 031 452,287' 450,279 

Net railway operating income--------------------- ~, rv.=,, rov 4,655,408 2,977,015 

Other income 

Miscellaneous rent income------------------------ 106,264 118,114 147,707 
Income from nonoperating property---------------- 427,657 393,332 468,024 
Interest income---------------------------------- 27,000 45,037 30,855 
Income from sinking and other reserve funds------ 644 1,217 2,555 
Miscellaneous income----------------------------- 10,658 126,875 (5,371) 
Total other income------------------------------ 572.223 684. 575 643,770 
Total income ____________________________________ 

4.312,003 5,339,983 3,Gal,78!:i 

MisceHaneous deductions from income 

Miscellaneous rents------------------------------ 1,328 1,335 1,139 
Miscellaneous tax accruals----------------------- 46,765 42,349 36,842 
Miscellaneous income charges--------------------- 61,541.J: 33,012 24,722 
Total miscellaneous deductions ------------------ 109,637 76,696 62,753 
Tnrome available for fixed char~es-------------- 4.202.366 5 ~ 263. 287 3.558.032 

1966 

$40,491,537 
29,078,396 
11,413,141 

4,409,660 
7,003,I.J81 

1--------------
860,536 
157,276 
166,131 
662,406 

1,846,349 

2,299,866 
859,718 
156,966 
104,943 
704,074 

U,125,567 
l 2; 'ZJ<j, 21.BJ 
4,724,263 

327,272 
328,879 
359,313 

3,607 
34,730 

1,053,801 
5,778,064 

1,681 
43,211 
32,854 
77,746 

5.700.318 
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GREAT NORTHERN PAC.-MERGER-GREAT NORTHERN 

Spokane, Portl.and and SeatttB Rail.iJay Company Conpamtivs Inc01116 Statements--Continued 

1958 1959 1960 

Fi:r:ed cha:rgss 

Rent for leased roads and equipment-------------- $36,871 $37,603 37,603 
Interest on funded debt-------------------------- 2,756,138 2,Si.5,478 2,415,022 

A:~:iz:i!~~ ~~a:!::~~~=-~~-~~~~~-~~~=:::::::::: 1--~,c;f;;;;:;,.;;;:;.;~;+--~..;,:c;,.;;;~~~_,;;;;~ 
Income after fixed charges----------------------- l\--::::tl,~0~42~,;73~9=~===:r~~t~~~~==~::;~~ 
OpeNting ratio: t>ercent)----------------------- ·,e.b7 

31,2 618 330 619 
2 92 ,699 783,244 
2,337,588 77lt,788 

"·"' "·" 
Pacific Coast Rai7,road CO"f'any Comparative Income Stat6"'6nts 

Railway operating revenues----------------------- $285,666 $316,625 $318,311 

1966 

$35,902 
1,992,717 

----------------
2,028,619 
3,671,699 

11.os 

$696,372 

Railway operating e,ipenses-----------------------t 1-=====~i~i;Et=====i~iiE~===~~~;,;~=~===~!~i~ Net revenue from railway operations-------------
Railway tax accruals-----------------------------

Railway operating incane------------------------ f---~==+----==+-~=='-f--==c.: 

241,695 279,194 263 194 293 547 
43,97 ., ,431 55,117 402 825 
68.~9 66,440 103 608 17 

(25,024 (29,009 (48,491} ILL1 608} 

RBnt income 

31 51 80 
109 997 

Rent from locomotives --------------------------
Joint facility rent income-----------------------

Total rent income------------------------------- i----~-~+---=-'=,-+--= 
77 550 74, 71.!9 
77,581 74,800 110,077 

Rants payable 

Hire of freight cars-debit balance--------------
Rent for locomotives----------------------------
Rent for passenger train cars-------------------
Rent for work equipment--------------------------

58,565 
6,055 

31 
512 

55,317 31.i,351.i 
6,1.!36 7,276 

-------------- ---------------
444 ti,327 

(3) 
81,01.!2 
8 0 9 

169,596 
15,316 

---------------
1,021 

Joint facility rents----------------------------- t-:==:."f~~+==~~4==~~t:t:=~ 
Total rents payable----------------------------- }-
Net rents---------------------------------------

2 617 2,953 2 905 3 459 
67. IHQ 50 48 92 
9,801 9,650 61,215 (108 353} 

Net railway operating income--------------------- ~:::::Jg:::t1[+::::Jg~l]j[~====~r::Z~:=~===t~ U5,223 U9 359 U2 72Lt 119,255 

Other income 

Income from lease of road and equipment---------
Hiscellaneous rent income ------
Incdlle from nonoperating property----------------
Interest income----------------------------------

2,499 
11,369 

8,345 

----------------

2,499 2,499 1,762 
10,083 11,486 12,544 
11, 750 13,300 15,290 

-------------- ,os 747 
1 titiB -------------- 316 96,226 

23 661 :t-.,332 "·"· uo,,o, 
8 ti38 4 973 4 -''+:,za"'+ 

Hiscellaneous incOlll8----------------------------- ~::::::~St~=1~~~~~;~ib~l::::;i;;~~;::::::i; Total other incane------------------------------

Total income ----------------------------------- 1----~==--+ 

Miscallaneoue deduations from incoma 

Miscellaneous rents-----------------------------
Hiscellaneous tax accruals---------------------- 2,ti92 5,187 

661 
13,146 lti,967 

5 865 14 21 23,816 
8,359 5,203 13 69 '39 444 

" Q30 :l"f ,36J. :lUb ,38U M~~~=il:~:;~l:~:: ~:~~~~:~~;:::::::::::::::::: ~' -==--==--==--:a:: _ _.,=~~-=~:~=--==--==-~:~=. ~tt:t::::i!2~~:t====~~~~ 
Income available for fixed charges-------------- r-

Fi:rsd chw,ges 

·--------------- -------------- --·------------ -------------
---------------- -------------- --------------- ------------Interest on funded debt-------------------------

Total fixed charges-----------------------------
Net income after fixed charges------------------- $79 ~ (230 27,361 - $206,3B0 
Operating ratio: <percent)----------------------- l---.....,,84"",767;,:...+---i0(,a.w'-1---,is' "._._.,;,.c=--_ij'-__ 4_2_.f_s_· 

331 1.c.c. 

343 
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GNat Northem Pacific I Burz.i.,igtcn Li.nu~ Inc.~ combinad inco,,w at:atemmt aa of I>ectmixlr 31~ 

RaiWQy operating inCOlffl' 

Railway operating revenues--------------------------
Railway operating expenses-----------

Net revenue from railway operations 
Railway tax accruals------------------------------ -

Railway operating income----

Rent inoome 

Rent from locomotives -----
Rent fI'01!1 passenger-train cars 
Rent from work equipment--------------
Joint facility rent income----------
Total rent inco:iie----------------

Rents payable 

Hire of freight cani-debit balance--
Rent for locomotives----------
Rent for passenger-train cars----------
Rent for work equipment-----
Joint facility rents-------------
Total rents payable-----------------
Net rents-----------------------------

Net railway operating incOC!le------------ -----------
Othero incoms 

Income for lease of road and equipment----
Miscellaneous rent income--------------, 
Income from nonoperating property------------' 

Northern 
Pacific 

$210 .189 .100 
168,697.965 
41,491,735 
24,255,091 
17 -'l::lh 0 644 

122,365 
867,3311' 

33,876 
4,626 387 
5,649,962 

194,935 
17,359 

406,408 
7,553 

1,219,432 
1,845.687 
3,804 275 

21,040 019 

44,720 
1,824,106 
8,B56,2511' 

Separately operPred properties--profit-------------- --------·> 

Great 
Northern 

$281. 777 .015 
207,856,575 
73,920,500 
37,351,"961 

"15 ~8~39 

48,141 
919,116 
42, SOB 

1,600,210 
2.609.975 

3,716,153 
48,974 

746,337 
6,376 

2,372,775 
6.890,615 

·f4 -280, 611'/Jl 
32, ,89Q 

4,175 
873,875 
693,943 

B.irlington 

$289,622,347 
227,622,927 

61,'1'39,420 
25. 738,811'4 
"6,260 ,s-rr; 

35 ,100 
1,397,428 

56,274 
835.900 

2.324.702 

6,259,999 
2479239 

1,085,029 
2 

2.286,644 
9.B78-913 
t7,S54-21H 
28,706 365 

6,835 
1,268.996 

t.24.564 

Pacific 
Coast 

$696,372 
293,SIJ7 
11'02 ,825 
175,"217 

,608 

(3) 
------------------------

81,011'2 
81.039 

169,596 
15,316 

~-----------
1,021 
3,459 

189. 392 
no0.35.1} 
119 255 

1,762 
12,5411' 
15,290 

1966 

SP &S 

$40,491,537 
29,078,396 
II.413.141' 

4.-409,660 
7.003•481 

860,536 
157,276 
166,131 
662,11'06 

1,846,349 

2,299,866 
859,718 
156,966 
104,943 
704,074 

4,125,567 
(2,279.218) 
4, 724,26.i 

327,272 
328,879 

Combined 

$822,777,031 
633,549,IUO 
189.227,621 
"91,930 773 
97.~96,848 

1,066,139 
3,341,154 

298,789 
7,805,945 

12,512.027 

12,640,549 
·I,188,606 
2,394,740 

119,895 
6,586.3811' 

221930,174 
Uo,410,147) 
86,878,701' 

57,492 
4,306,793 

10,318,930 

~:;;::: ::~=---------_-__ -_-_-__ -_-_-__ -_-_-_-_-_-_-_-_-___ ~::~~::!~ ~:!~!:;:~ l,;:~:;~; ------;;;-- ----,-,,-,-3-13--< i~:~:::~;; 
Income ft'OIII sinking and other reserve funds--------- 341,723 86,671 -------- 3,607 432,001 
Release of premiums on funded debt------------------ ·---------1• ---~------1--------+-------- ------------· 
Miscellaneous inc -------------- 1.801,910 380,639 1,478 1 366 96,226 34.730 3,791,871 
Total other inc 23,408.621 14-35B,913 5,337.750 126-569 1,053,801 44.2B5.654 

Total income----------------------==~_:_:_-{=::!•~•~.•~•i•~.,~,.of:::j:::.__!•~•~,6~4~6~,8~1~2+=3~•~•~••~•~-llf1s4=:j2§45~8~24t=:j::i;j,. •~•~0 , ~i::=!1}3Il.~1'!6~4,~.3'~5St 

Miscellaneous rents---------------------- 29,761 
Miscellaneous tax accruals-------------- 1,040,445 
Separately i;,per-ated propertie!i-lOH ---------------- -----------------
Mi11cell6Ileous income char~!l:----------- ------- --- 1.016 620 

Total miscellaneous deductions------ .,.,086,826 
Income available for fixed charges----------------- 42.362, 714 

Pi:,,.d chargi!JB 

Rent for leased road and equipment----------------
Interest on funded debt----------------------
Interest on llllfunded debt--
Amortization of discount on funded debt--
Total fixed charges-----------·------------ · 

Income after fixed charges--------------
Operating ratio (percent) r--------------------------

( ) Denotes cors:ra 

49,681 
11,474,521 

3,064 
161,920 
609 123 

30,673,591 
80.26 

71,111 
276,279 

8..,143 
Q[i] _ 661 

T,219 194 

1,618 
8,705,453 

124 
173,314 

8 880.509 
36 547 109 

73. 77 

40,861 
213,414 

4,653 
410,313 
6 '7 ?4 

33 366,874 

661 
14,967 

23 816 
sig 444 

1,681 
43,211 

32, 8511 
77, 7'1-6 

5,700,318 

53,383 35,902 
9,297,477------------ 1,992,717 

18,629 ------------ ------------
186- 793 -- ---------- ------------

9 556 282 ---------- - L.028 6l<f 
23,810 592 206 380 3,671,699 

78.59 42,15 71,81 

144,075 
1.sa0,316 

12,796 
2,355,?611-

• 

140,521 
31,470,168 

21,817 
522.027 

'l? 1 '-4 '-33 
94 909 371 
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APPENDIX H 

Earnings per share common stock, dividends, and dividends declared for 
Great Northern, Northern Pacific, and Burlington for the years 1951 to 
1966 

Year Great Northern Northern Pacific Burlington 

Earnings per share common stock 

1951 -------------·--------
1952 ---------------------
1953 ---------------------
1954 ---------------------
1955 ---------------------
1956 ---------------------
1957 ---------------------
1958 ---------------------
1959 ---------------------
1960 --------------- --···-
1961 --------------------· 
1962 ---------------------
1963 ---------------------

1964 ---------------------
1965 ---------------------

1966 ---------------------

$3.91 
4.55 
4.92 
4.21 
5.27 
5.32 
4.38 
4.52 
4.35 
3.41 
3.07 
4.12 
4.80 
4. 71 
6.01 
5.94 

$2.68 
2.66 
2.61 
2.41 
3.22 
3.52 
3.54 
3.68 
3.97 
3. 10 
2.72 
3.39 
4.09 
3.90 
4.65 
5.08 

Dividends declared per share common stock 

1951 ---------------------
1952 ---------------------
1953 ---------------------

1954 ---------------------
1955 ---------------------

1956 ---------------------
1957 ---------------------
1958 ---------------------
1959 ---------------------
19 60 - - • - - - - - - - - - - - - - - - - - -
1961 ---------------------
1962 ---------------------
1963 ---------------------
1964 ---------------------
1965 ---------------------
1966 ---------------------

2.00 
2.00 
2.00 
2. 10 
2.35 
2.63 
3.00 
3.00 
3.00 
3.00 
3.00 
3.00 
3.00 
3.00 
3.00 
3.00 

Total dividends declared 

1951 ---------------------
1952 ---------------------
1953 ---------------------
1954 ---------------------
1955 ---------------------
1956 ---------------------

1957 ---------------------
1958 ---------------------
1959 ---------------------
1960 ---------------------
1961 ---------------------
1962 ---------------------
1963 ---------------------
1964 ---------------------
1965 ---------------------
1966 ---------------------

12,360,044 
12,172,714 
12,172,938 
12,724,524 
14,265,083 
15,910,682 
18,214,023 
I 8,250,025 
18,310,154 
18,293,929 
18,236,342 
22,776,124 
18,263,528 
18,348,813 
18,409,694 
18,456,558 

1Includes 20 percent stock dividend of $42,728.362. 

331 I.C.C. 

1.25 
1.50 
1.50 
1.50 
1.58 
1.50 
1.63 
1.67 
2.00 
2.20 
2.20 
2.20 
2.35 
2.50 

· 2.50 
2.60 

6,199,275 
7,439,130 
7,439,130 
7,439,130 
7,812,663 
9,433,343 
9,442,385 

153,176,149 
12,263,673 
13,174,431 
13,186,261 
14,093,629 
14,115,722 
15,052,747 
14,772,270 
15,698,550 

$14.78 
16.39 
15.02 
13.47 
12.97 
12.62 
10.06 
11. 41 
10.36 

7 .31 
8.43 

I I. 95 
12. 51 
11. 91 
9. 77 

13.94 

7.00 
7.50 
7.50 
7.50 
7.50 
7.50 
7.50 
7.50 
7.50 
7.50 
7.50 
7.50 
7.50 
7.50 
7.50 
7.50 

11,958,709 
12,812,902 
12,812,902 
12,81.2,902 
12,812,902 
12,812,902 
12,812,902 
12,812,902 
12,812,902 
12,812,902 
12,812,902 
12,812,902 
12,812,902 
12,812,902 
12,812,902 
12,812,902 
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APPENDIX I 

Burlington Truck Lines, Inc. 

GENERAL BALANCE SHEET-DECEMBER 31, 1966 

Assets 

Current assets: 
Cash--------------------------------------
Working fund - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Special deposits - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Temporary cash investments - - - - - - - - - - - - - - - - - - - - - -
Receivables from aff111ated companies - - - - - - - - - - - - - - - -
Accounts receivable-agents, customers and interline - - - - - -
Accounts receivable-other - - - - - - - - - - - - - - - - - - - - - - - -
Prepayments - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Material and supplies - - - - - - - - - - - - - - - - - - - - - - - - - - -

Total current assets- - - - - - - - - - - - - - - - - - - - - - - - - - -
Tangible property: 

Carrier operating property- - - - - - - - - - - - - - - $10,886,564 
Less reserve for depreciation- - - - - - - - - - - - - 5,643,175 

Intangible property: 
Organization, franchises - - - - - - - - - - - - - - - - - - - - - - - - -
Other intangible property - - - - - - - - - - - - - - - - 328,572 
Less reserve for amortization - - - - - - - - - - - - 1821276 

Total other intangible property - - - - - - - - - - - - - - - - - - - -
Total intangible property - - - - - - - - - - - - - - - - - - - - - - - -

Investment securities and advances: 
Other investments and advances - - - - - - - - - - - - - - - - - - - -

Deferred debits: 
Other deferred debits - - - - - - - - - - - - - - - - - - - - - - - - - - -

Miscellaneous debit items: 
Commission and expense on capital stock - - - - - - - - - - - - - -

Total assets - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Liabilities 

Current liabilities: 
Payables to affiliated companies - - - - - - - - - - - - - - - - - - - -
Accounts payable - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Wages payable - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
c.o,d.'s unremitted - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Truces accrued - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Other current liabilities - - - - - - - - - - - - - - - - - - - - - - - - -

Total current liab111ties - - - - - - - - - - - - - - - - - - - - - - - -
Long-term debt due within 1 year: 

Equipment obligations - - - - - - - - - - - - - - - - - - . 
Other debt due within 1 year - - - - - - - - - - - - - -

758,041 
37,279 

$240,231 
3,025 

20,228 
797,187 

1,026,231 
12,831 

509,944 
212,929 

2.822,606 

5,243,389 

3,484 

146,296 
149,780 

ll,727 

151,770 

825 
8,380.097 

2,990,738 
638,772 
220,196 

37,589 
173,641 
481,363 

4,542,299 

795,320 

331 1.c.c. . 
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Burlington Truck Lines, Inc. 

GENERAL BALANCE SHEET-DECEMBER 31, 1966 

Liabititie s-Continued 

Advances payable-affiliated companies- - - - - - - - - - - - - - - - -
Equipment and other long-term obligations- - - - - - - - - - - - - - -
Deferred credits-others - - - - - - - - - - - - - - - - - - - - - - - - - -
Injuries, loss and damage reserve - - - - - - - - - - - - - - - - - - - -
Capital stock common - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Surplus: 

Earned surplus - - - - - - - - - - - - - - - - - - - - - - $774,547 
Income account current year - - - - - - - - - - - - - - ~695,651) 

Total l1abll1ties and shareholders• equity - - - - - - - - - - - - -

Northern Pacific Transport Company 

GENERAL BALANCE SHEET-DECEMBER 31, 1966 

Assets 

Current assets: 
Cash--------------------------------------
Working funds - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Temporary cash investments - - - - - - - - - - - - - - - - - - - - - -
Receivables from affillated companies - - - - - - - - - - - - - - - -
Accounts receivable-agents, customers and interline - - - - - -
Accounts receivable-other - - - - - - - - - - - - - - - - - - - - - - - -
Interest and dividends receivable - - - - - - - - - - - - - - - - - - -
Prepayments - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Material and supplies - - - - - - - - - - - - - - - - - - - - - - - - - - -
Other current assets - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Tangible property: 
Carrier operating property- - - - - - - - - - - - - - - $5,296,102 
Less reserve for depreciation- - - - - - - - - - - - - 2,489,487 

Total tangible property - - - - - - - - - - - - - - - - - - - - - - - - -
Noncarrier property - - - - - - - - - - - - - - - - - - - 3,232,511 
Less reserve for depreciation other property - - 1,452,532 

Total noncarrier property - - - - - - - - - - - - - - - - - - - - - - -
Intangible property: 

Organization, franchises and permits - - - - - - - - - - - - - - - - -
other intangible property - - - - - - - - - - - - - - - - 143,195 
Less reserve for amortization - - - - - - - - - - - - 24,568 

Total other intangible property. - - - - - - - - - - - - - - - - - - -
Total intangible property - - • - - - - • - - - - - - - - - - - - - - -

Investment securities and advances: 
Investments and advances-affiliated companies - - - - - - - - - -
other investments and advances - - - - - - - - - - - - - - - - - - - -
331 I.C.C. 

$405,267 
1,691,241 

10,666 
106,408 
750,000 

78,896 
s,sso,097 

$19,977 
500 

296,061 
512,145 
160,879 
331,871 

1,317 
195,350 
222,780 

1,soo 
1,742,680 

2,806,615 

1,779,979 

3,638 

118,627 
122,265 

20,250 
818 
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Northern Pacific Transport Company 

GENERAL BALANCE SHEET-DECEMBER 31, 1966 

Assets-Continued 

Deferred debits: 
Other deferred debits - - - - - - - - - - - - - - - - - - - - - - - - - - -

Miscellaneous debit items: 
Commission and expense on capital stock - - - - - - - - - - - - - -

Total assets - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

L iabiHtie s 

Current liab111ties: 
Notes payable - - .. - - - - - - - - - - - - - .. - - - - - - - - - - - - - - -
Accounts payable - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Wages payable - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Interest payable - - - - - • - - - - - - - - - - - - - - - - - - - - - - - - -
Taxes accrued - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Interest accrued - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -

Total current liabilities - - - - - - - - - - - - - - - - - - - - - - - -
Long-term debt due within 1 year: 

Notes payable - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Advances payable-affiliated companies - - - - - - - - - - - - - - - - -
Equipment and other long-term obligations: 

Notes payable - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Deferred credits - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Capital stock common - - - - - - - - - - - - - - - - - - - - - - - - - - - - -
Surplus: 

Other capital surplus------------------- $868,594 
Earned surplus - - - - - - - - - - - - - - - - - - - - - • - 2,406,042 
Credit balance transferred from income - - - - - - 4511316 

Total 11ab111ties and shareholders• equity - - - - - - - - - - - - -

Superior & Duluth Transfer Companyl 

GENERAL BALANCE SHEET-DECEMBER 31, 1966 

Name of account 

Assets 

Current assets: 
Cash, working funds and deposits-----·····-··-····· 
Accounts receivable • • • - • - • • - • • • - - • • • •• - - • - • • - •. - -
Prepayments--•···-·-·-·-----·---·--···------··--
Materlals and supplies •. • • • •. • • •. • • - - • • • • • • • • • • • • • 

Total current assets••• - • • - • - - • - • • - • - • - • - • • • - • • • 

See footnotes at end of table 

Amount 

$13,879 
31,132 

4,940 
823 

$85,986 

549 

97,448 
599,474 
133,897 

1,363 
220,607 
252,167 

1,806,171 

161,074 
556,665 

306,252 
3,028 

500,000 

s,7251952 
6,559,142 

Total 

$50,774 

331 I.C.C. 
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Superior & Duluth Transfer Companyl 

GENERAL BALANCE SHEET-DECEMBER 31, 1966 

Name of account 

Assets-Continued 

Investments: 

Amount Total 

Carrier operating property -----·········--· $64,979 •··---·· •······· 
Less: Accrued depreciation•·-······-······ 63,352 ---····- -···-·--

Total operating property - • • - - - - • - • • - • - • • • • - • - • • 1,627 • • • - • - • • 
Total investments •--------------------------- -------- $1,627 

Deferred debits: 
Other deferred debits ---------------------------- -------- 837 

Total assets - - • - - - - - - - - - - - - - - - - • - - - - - - - - - - - - - 53,238 

Liabilities 

Current liabilities: 
Accounts payable ------------------------ 11,436 -------- --------
Notes payable - - - - - - - - - - - - - - - - - - - - - - - - - - - - 5,000 - - • - - - - - - - - - - - - -
Taxes accrued-·--------------------·---- 494 -------- -•------

Total current liabilities ----------------------- -------- 16,930 
Advance payable: 

Advances payable-Great Northern Railway - - - - - - - - - - - - - - - - - - 41,729 
Capital stock: 

Common capital stock - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 35,000 
Corporate surplus -------------------------------- -------- (40,421) 

Total liabilities and shareholders' equity-------- -------- 53,238 

1Name changed to: Superior Transfer Company. 
( ) Denotes deficit. 

APPENDIX J 

Description of extensions of lines of railroad to permit economical and 
efficient operation of properties sought to be unified under section 5(2) of the 
act in F. D, No. 21478, for which authority to construct and operate is sought 
under sections 1(18) to 1(20) of the act in F. D, No. 21480: 

(1) Connecting track, approximately 1,460 feet in length, extending between 
N. P, Milepost 8,73 and G. N, Milepost 8.03, at Superior, Douglas County, Wis. 

(2) Connecting track, approximately 2,260 feet in length, extending between 
N, P. Milepost 74.91 and G. N, Milepost 72.63, at Hinckley, Pine County, Minn, 

(3) Connecting track, 303 feet in length, extending between G, N, Milepost 
117,62 and N, P, Milepost 37.08, at Sauk Centre, Stearns County, Minn. 

(4) Connecting track, 835 feet in length, extending between N, P. Milepost 
165,32 and G. N. Milepost 56.04, at Wadena, Wadena County, Minn. 

(5) Connecting track, 1,375 feet in length, extending between N, P. Milepost 
73.46 on the Wadena, Minn.-Oakes, N, Dak., branch line and G, N. Milepost 
213,38 on the St, Paul, Minn.-Seattle, Wash., main line of Great Northern, at 
Breckenridge, Wilkin County, Minn. 

331 I.C.C. 
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(6) Connecting track, 21035 feet in length, extending between Great Northern 
Fargo-Minot main line at G, N. Milepost 24.7 and existing Great Northern 
yard trackage in 22nd Street, at Fargo, Cass County, N. Oak. 

(7) Connecting track, 1,800 feet in length, extending between N. P. Milepost 
5.59 and G. N. Milepost 21.59, at Moorhead, Clay County, Minn. 

(8) Connecting track, 1,480 feet in length, extending between G, N, Milepost 
42.33 on Great Northern Wahpeton-Moorhead main line. and G. N, Milepost 
21.18 on Great Northern St, Cloud-Moorhead, Minn., main line at Moorhead, 
Clay County, Minn. 

(9) Connecting track, 1,550 feet in length, extending between G, N, Milepost 
21.18 and N. P. Milepost 5,59, at Moorhead, Clay County, Minn. 

(10) Connecting track, 1,365 feet in length, extending between N. P. Milepost 
69.54 on the Northern Pacific Crookston-Grand Forks branch lines and G, N, 
Milepost 83,38 on the Great Northern Crookston-Grand Forks main line at 
Crookston, Polk County, Minn. 

(11) Connecting track, 1,415 feet in length, extending between G, N, Milepost 
1.24 on Great Northern Grand Forks-Grafton branch line and N, P, Milepost 
96,44 on Northern Pacific Grand Forks-Grafton branch line, at Grand Forks, 
Grand Forks County, N. Oak, 

(12) Connecting track, 700 feet in length, extending between G. N, Milepost 
1.4 in Great Northern Grand Forks-Grafton branch line and N. P. Milepost 
96,68 on Northern Pacific Grand Forks branch line, at Grand Forks, Grand 
Forks County, N, Oak, 

(13) Connecting track, 5,550 feet in length, extending between G. N, Milepost 
105.82 on Great Northern Grand Forks-Crookston lineandN. P. Milepost 93.75 
on Northern Pacific Grand Forks-Crookston line, at East Grand Forks, Polk 
County, Minn. 

(14) Connecting track, 2,020 feet in length, extending between N. P. Milepost 
27.95 on Northern Pacific main line andG, N. Milepost 54.24 on Great Northern 
Breckenridge-Minot main line, at Casselton, Cass County, N. Oak. 

(15) Connecting track, 4,615 feet in length, extending between G. N. Milepost 
on Great Northern Great Falls-Butte line and N, P. Milepost 2,85 on Northern 
Pacific main line, at Helena, Lewis and Clark County, Mont. 

(16) Connecting track, 2,600 feet in length, extending.between N. P. Milepost 
2,51 on Northern Pacific main line and connecting track described in (15) 
above, at Helena, Lewis and Clark County, Mont, 

(17) Connecting track, 3,309 feet in length, extending between G. N, Milepost 
1401,66 on Great Northern main line and present transfer track at Sandpoint, 
Bonner County, Idaho. 

(18) Connecting track, 2,338 feet in length, extending between N. P. Milepost 
2,50 on Northern Pacific main line and present transfer track, at Sandpoint, 
Bonner County, Idaho, 

(19) Connecting track, 6,568 feet in length, extending between N, P. Milepost 
1.18 on Northern Pacific main line on westerly side of Spokane, and SP&S 
Mileposts 374.72 and 375.17 wye connections, including construction of bridge 
over Latah Creek, at Spokane, Spokane County, Wash. 

(20) Connecting track, 2,540 feet in length, extending between G, N. Milepost 
1497,94 on Great Northern main line and N, P. Milepost 13.75 on Northern 
Pacific Washington Central branch line, near Espanola, Spokane, Wash. 

331 I.C.C. 
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(21) Connecting track, 2,700 feet in length, extending between SP&S Milepost 
368.66 and Northern Pacific Milepost 8.86, at Marshall, Spokane County, 
Wash. 

(22) Connecting track, 880 feet in length, extending between N. P. Milepost 
26.89 on Northern Pacific branch line and G. N. Milepost 45.75 on Great 
Northern Colfax branch, at Rosalia, Whitman County, Wash. 

(23) Connecting track, 4,400 feet in length, extending between N. P. Milepost 
89.17 on Northern Pacific main line and Pacific Coast R. R. branch line at 
Milepost 27 .34, at Henry's, King County, Wash. 

(24) Connecting track, 2,320 feet in length, extending between N. P. Milepost 
5.09 on joint NP-SP&S main line and SP&S Milepost 139.45, at Willbridge, 
Mutnomah County, Oreg. 

APPENDIX K 

Description of portions of existing lines of railroad for which authority to 
abandon is sought under section 1(18) to 1(20) of the act, contingent upon 
consummation of transactions for which authority is sought under section 5(2) 
of the act in F. D. No. 21478: 

(1) Removal of 1,649 feet of track, extending between N. P. Milepost 73.15 
and N. P. Milepost 73.46 on Northern Pacific branch line Wadena-Oakes, at 
Breckenridge, Wilkin County, Minn., after construction of connecting track for 
which authority is sought as described in paragraph (5) of appendix J. 

(2) Removal of approximately 2,000 feet of track, extending between G. N. 
Milepost 42.33 and G. N. Milepost 42.71 on Great Northern Line between 
Wahpeton and Moorhead, at Moorhead, Clay County, Minn., after construction 
of connecting track for which authority is sought as described in paragraph 
(8) of appendix J. 

(3) Removal of approximately 10,404 feet of track, extending between G. N. 
Milepost 210.44 and G. N. Milepost 212.41 on Great Northern Great Falls-Butte 
line, at Helena, Lewis and Clark County, Mont., after construction of connecting 
tracks for which authority is sought as described in paragraphs (15) and (16) 
of appendix J. 

(4) Removal of approximately 18,543 feet of track, extending between G. N. 
Milepost 1477.79 and G. N. Milepost 1479.35 on Great Northern main line, at 
Spokane, Spokane County, Wash., after construction of connecting track for 
which authority is sought as described in paragraph (19) of appendix J. 

(5) Removal of approximately 1,300 feet of track, extending between SP&S 
Milepost 376.89 and SP&S Milepost 376.63, ·at Fort Wright, Spokane County, 
Wash., after construction of connecting track for which authority is sought as 
described in paragraph (19) of appendix J. 

(6) Removal of approximately 7.7 miles of line extending between N. P. 
Milepost 1.18 and N. P. Milepost 8.86 on Northern Pacific main line, between 
Spokane and Marshall, Spokane County, Wash., after construction of connecting 
track for which authority is sought as described in paragraphs (19) and (21) of 
appendix J. 

(7) Removal of approximately 4,000 feet of connecting track, between N. P. 
Milepost 8.90 and SP&S Milepost 367.50, at Scribner, Spokane County, Wash., 
after removal of track described in (5) above. 

331 I.C.C. 
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APPENDIX L 

1. Upon consummation of the transaction in whole or in part, NuCo shall 
maintain and keep open all routes and channels of trade via existing junctions 
and gateways, unless otherwise mutually agreed upon by the carriers affected 
or otherwise authorized by this Commission. 

2. The present neutrality of handling inbound, outbound and overhead traffic 
by the merged and leased railroads shall be continued by NuCo so as to permit 
equal opportunity for service to, from, and via all lines reaching its rails 
without discrimination as to routing or movement of traffic and without 
discrimination in the arrangement of schedules or otherwise. 

3. Existing traffic and operating relationships, including contracts, between 
any of the merged and leased railroads, on the one hand, and, on the other, all 
lines connecting with their tracks, shall be continued insofar as such matters 
are within the control of NuCo. 

4. NuCo shall accept, handle and deliver all cars inbound and outbound and 
in overhead or switching service, loaded and empty, without discrimination in 
promptness or frequency of service and irrespective of origin or destination 
or route of movement. 

s.· NuCo shall do nothing to restrain or curtail the right of industries served 
by it or the merged and leased lines to route traffic over·any or all available 
routes and gateways. 

6. Any party or any person having an interest in the subject matter may, at 
any future time, make application for such modification of the above conditions, 
or any of them, as may be required in the public interest, and jurisdiction will 
be retained by this Commission to reopen these proceedings pursuant thereto 
or on our own motion. 

7. NuCo and Southern Pacific shall join in the establishment and maintenance 
of joint through rates via Klamath Falls, Oreg., on bases no less favorable 
than via other routes, on all traffic to and from points on their lines, and their 
short-line connections. NuCo shall observe strict neutrality between the 
Bieber, Calif., and Klamath Falls gateways as to solicitation of traffic, 
regardless of origin or destination. NuCo and Southern Pacific shall conduct 
operations without discrimination or limitation, including the furnishing of 
specialized equipment, switching services, and the maintenance of train 
schedules so as to handle traffic interchanged between them at Klamath Falls 
in a prompt and expeditious manner and in no respect with less favorable 
treatment than is accorded by NuCo on traffic handled via Bieber or by 
Southern Pacific on traffic handled via Portland, Oreg. 

8. NuCo and Southern Pacific shall establish and maintain joint through 
rates via Portland to and from all . points to the same extent as hereafter 
established via Klamath Falls and shall conduct operations via Portland 
without discrimination or limitation, including the furnishing of specialized 
equipment, switching services and maintenance of train schedules, said 
service to be equal or superior to that presently provided by Northern Pacific 
and Southern Pacific in operating via Portland, 

9. Southern Pacific, following the effectuation of condition 24 hereinafter, 
shall solicit all traffic to and from Oregon, Washington, northern Idaho and 
British Columbia, as follows: 
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(a) From and to territory north of Los Angeles, Calif., Southern Pacific 
shall observe strict neutrality between Union Pacific, NuCoand the Milwaukee. 

(b) From and to territory Los Angeles and south and east thereof served in 
common by Union Pacific and Southern Pacific and where Union Pacific now 
maintains or may maintain rates via its Salt Lake line that are competitive 
with Southern Pacific through Portland, Southern Pacific shall solicit all 
traffic in favor of NuCo and the Milwaukee, without preference as between 
them. 

(c) From and to territory Los Angeles and south and east thereof except 
asprovidedinparagraph (b), immediately above, SouthernPacific shall observe 
strict neutrality between Union Pacific, NuCo and the Milwaukee. 

10. NuCo and Western Pacific shall join with each other and with Santa Fe in 
establishing and maintaining joint through rates via Bieber, Calif., on bases 
no less favorable than via other routes, on all traffic between points in 
Washington, Oregon, Idaho and British Columbia located on the lines of NuCo 
and its connections, on the one hand, and, on the other, points on the lines of 
(1) Western Pacific and its short-line connections in California, Nevada and 
Utah; (2) points in California, Arizona, New Mexico, Texas, and Louisiana on 
the lines of Santa Fe and its short-line connections; and (3) Rio Grande in 
Utah; and on transcontinental traffic between points other than those described 
above, the rates via Bieber shall be maintained on bases equal to the rates 
applicable via all other routes between points on the lines of NuCo and all 
transcontinental origins or destinations to the same extent as provided via 
Bieber in Trans-Continental Freight Bureau Tariff No. 5 series, I.C.C. 1576. 

11. With respect to all traffic described in paragraph 10, via routes from, 
to, or through California, NuCo shall preferentially solicit for its Inside 
Route (i.e., via either Klamath Falls, Oreg., or Bieber) and shall not by any 
means, including the adjustment of divisionsoffreightrevenue, give preference 
to its route via Portland; and NuCo and Western Pacific shall observe practices, 
including those with respect to solicitation and the adjustment of divisions of 
freight revenue, which will afford to the Bieber route no less favorable an 
opportunity than the Klamath Falls route to share in the traffic moving between 
the areas described in paragraph 10, immediately abov!,!. As used in this 
paragraph, the term Klamath Falls route or gateway includes, and the provisions 
thereof shall cover traffic interchanged at Chemult, Oreg., a point on the 
Klamath Falls route. 

12. NuCo and Western Pacific shall conduct operations via Bieber without 
discrimination or limitation, including the furnishing of specialized equipment, 
switching services, and the maintenance of train schedules so as to handle 
traffic interchanged between them there in a prompt and expeditious manner 
and NuCo shall accord such traffic no less favorable treatment than it accords 
traffic interchanged with connecting lines at Klamath Falls, Chemult, or 
Portland. 

13. Western Pacific shall solicit all traffic to and from Oregon, Washington, 
northern Idaho and British Columbia via the Bieber route and in favor of 
NuCo and the Milwaukee, without preference as between them. 

14. NuCo and Santa Fe (and its Texas subsidiaries) shall join with each other 
and with Western Pacific in establishing and maintaining joint through rates 
via Bieber on bases no less favorable than via other routes, on all traffic 
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between points in Washington, Oregon, Idaho, and British Columbia located 
on the lines of NuCo and its connections, on the one hand, and, on the other, 
points in California, Arizona, New Mexico, Texas and Louisiana on the lines 
of Santa Fe and its short-line connections; and on transcontinental traffic 
between points other than those described above, the rates via Bieber shall 
be maintained on bases equal to the rates applicable via all other routes 
between points on the lines of NuCo and all transcontinental origins or 
destinations to the same extent as provided via Bieber in Transcontinental 
Freight Bureau Tariff No. 5 series, I.C.C, 1576, 

15. With resPect to all traffic described in paragraph 14, via routes from, 
to, or through California, NuCo shall preferentially solicit for its Inside Route 
(i.e., via Klamath Falls or Bieber) and shall not by any means, including the 
adjustment of divisions of freight revenue, give preference to its route via 
Portland; and NuCo and Santa Fe shall observe practices, including those with 
respect to solicitation and the adjustment of divisions of freight revenue, which 
will afford the Bieber route no less favorable an opportunity than the Klamath 
Falls route to share in the traffic moving between the areas described in 
paragraph 14. As used in this paragraph, the term Klamath Falls route or 
gateway includes, and the provisions hereof cover, traffic interchanged at 
Chemult, a point on the Klamath Falls route. 

16. NuCo and Santa Fe shall join with Western Pacific in conducting opera
tions via Bieber without discrimination or limitation, including the furnishing 
of specialized equipment, switching services, and the maintenance of train 
schedules so as to handle traffic interchanged between them there in a prompt 
and expeditious manner and NuCo shall accord such traffic no less favorable 
treatment than it accords traffic interchanged with connecting lines at Klamath 
Falls, Chemult, or Portland. 

17. NuCoshallestablish and maintain joint rates with Western Pacific and its 
connections, viaBieber, and with the Milwaukee, via Portland and via Vancouver, 
Wash., between all points on the Milwaukee and its connections, on the one hand, 
and, on the other, all points on Western Pacific and its connections, on bases 
no less favorable than shall apply from time to time via the Milwaukee and 
Southern Pacific via Portland. 

18. NuCo shall establish and maintain joint rates with Western Pacific and 
its connections, via Bieber, and with Union Pacific, via Ben, Oreg,, and via 
Vancouver, Wash., between all points on Union Pacific and its connections in 
the Pacific Northwest, on the one hand, and, on the other, all points on Western 
Pacific and its connections, on bases no less favorable than shall apply from 
time to time via Union Pacific and Southern Pacific via Portland. 

19. The Milwaukee, as a condition to its securing trackage rights over the 
lines of NuCo between Longview Junction, Wash., and Portland, Oreg., between 
Renton and Snohomish, Wash., and between Everett and Bellingham, Wash., 
shall: 

(a) Establish and maintain joint rates via Portland, Oreg., and Vancouver, 
Wash., with NuCo and with Western Pacific and its connections, via Bieber, 
between all points located on the Milwaukee and its connections, on the one 
hand, and, on the other, all points on Western Pacific and its connections, on 
bases no less favorable than shall apply from time to time via the Milwaukee 
and Southern Pacific via Portland, and 
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(b) Maintain in connection with freight traffic moving via the Bieber route 
freight train schedules and service no less favorable than it shall contempo
raneously maintain in connection with Southern Pacific via Portland. 

20. The Milwaukee, as a condition to its securing various gateways and 
trackage rights herein: 

(a) In connection with freight traffic moving from, to, or via any point 
located on its lines (or which in the future may be located on its lines or the· 
lines of its successor as a result of merger or consolidation of trackage rights 
or lease or an extension of line) in Illinois, Missouri, Iowa, Wisconsin, Michi
gan, and Kansas, on the one hand, and, on the other, points in California north 
of and including Caliente and Santa Margarita, shall: (1) join with its connections 
in maintaining via the various central transcontinental routes freight train 
schedules and service at least equal in all respects to the freight train schedules 
and service contemporaneously maintained by the Milwaukee and its connections 
between such territories via any of the northern transcontinental routes, (2) 
join with its connections in maintaining via the various central transcontinental 
routes joint through rates on bases no less favorable than those which the 
Milwaukee shall join with its connections in maintaining via any of the northern 
transcontinental routes, and (3) cooperate with its western connections to 
secure by active solicitation the routing of the maximum of freight traffic via 
the various central transcontinental routes and shall route unrouted traffic via 
such routes, and 

(b) In connection with freight traffic moving from, to, or via any points located 
on its lines (or which in the future may be located on the lines of its successor 
as a result of merger or consolidation of trackage rights or lease or an 
extension of line) in Illinois, Missouri, Iowa, Wisconsin, Michigan, and Kansas, 
on the one hand, and, on the other, points in Oregon and Washington and the 
Province of British Columbia, shall join with its connections in maintaining 
via the various central transcontinental routes joint through rates on bases 
no less favorable than those which the Milwaukee contemporaneously shall 
maintain, or shall join with its connections in maintaining, via any of the 
northern transcontinental routes. 

21. NuCo and Soo Line shall, subject to any necessary approval of this 
Commission, promptly enter into and execute the agreements indicated below 
and shall thereafter prepare and file with this Commission any anci all 
required applications and supporting evidence to: 

(a) Amend that certain contract dated September 18, 1959, between Great 
Northern and Minneapolis, St. Paul & Sault Ste. Marie Railroad Company, 
covering coordination of certain lines of Great Northern and Soo Line between 
Lignite, N, Dak,, and Crosby, Minn., and Hankinson and Geneseo, N, Dak., 
approved by order ofthisCommissiondatedJanuary 28, 1960, in Finance Docket 
No. 20837, so as to give Soo Line the full and equal joint use of the "Crosby 
Joint Section" as that term is defined in said contract, and all spur tracks. 

(b) Amend that certain contract dated July 5, 1955, between Great Northern 
and Minneapolis, St, Paul & Sault Ste. Marie Railroad Company, covering 
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coordination of certain lines of Great Northern and Soo Line between Schley 
and Bemidji, Minn., and between New Aberdeen Line Junction, Minn., and 
Hankinson, N. Dak., approved by order of this Commission dated December 
6, 1955, in F. D. No. 18992, so as to give Soo Line the full and equal joint use 
of the "Cass Lake Joint Section" as that term is defined in said contract, 
and all spur tracks. 

(c) Amend that certain contract dated April 15, 1929, between Northern 
Pacific and Minneapolis, St. Paul & Sault Ste. Marie Railroad Company, 
pooling Northern Pacific and Soo Line traffic on iron ore tonnage originating 
on the Cuyuna Range, approved by order of this Commission dated June 3, 
1929, in F. o: No. 7569 (154 1.c.c. 279) in the following respects: 

1. The first 500,000 tons of ore transported from the Cuyuna Range yearly 
shall be divided 75 percent Soo Line and 25 percent NuCo; tons exceeding 
500,000 shall be divided equally. 

2. Soo Line's share of the Cuyuna car pool will be fulfilled by Soo Line's 
furnishing a minimum of 375 seventy-or seventy-five-ton cars and any 
deficiency during the first 10 ore shipping seasons after coordination of 
Allouez dock shall be made up with 70-ton cars furnished by NuCo at a per 
diem rate of $1 during said seasons. 

3. The obligation of Soo Line to pay $7,850 annually on account of aban
donment of its line between Lawler and East Lake shall be canceled, 

4. Soo Line shall be admitted on fair and equitable terms to the use of 
NuCo yards and docks at Allouez, and a rail connection will be installed at 
Saunders to handle Soo Line ore. 

(d) Authorize Soo Line, on fair and equitable terms, to use the existing 
Great Northern trackage between· Soo Line's Shoreham Yard and the easterly 
end of Great Northern's Union Yard, including necessary yard tracks, so that 
Soo Line can make direct interchange with The Minnesota Transfer Railway 
Company and the Chicago, Rock Island and Pacific Railroad Company. 

22. Following consummation of the transactions for which authority under 
section 5(2) of the act is sought, NuCo and Soo Line shall continue their 
cooperative efforts to find ways and means of jointly providing improv(;ld 
service to the shipping public by eliminating delay and reducing costs and to 
that end the parties shall consider the installation of automatic interlockers at 
various crossings now manually operated and coordination of additional lines 
where practical on the basis set forth in the contracts dated September 18, 
1959, and July 5, 1955, further described in paragraphs 2l(a) and 2l(b) above. 

23. NuCo shall publish and file appropriate tariffs and routing schedules to 
be effective on and after' the date of consummation of the merger, providing 
for the opening of junctions and gateways at Linton and Fargo, N. Dak., and 
Missoula, Mont., and Spokane, Seattle, and Tacoma, Wash., with respect to 
traffic moving through said junctions, at the lowest applicable rates available 
via the Twin Cities and Sioux City gateways (on a reciprocal basis, with the 
Milwaukee affording equal privileges to NuCo) with just and reasonable 
divisions thereof as may be agreed upon, or fixed by this Commission if such 
carriers cannot so agree, and the Milwaukee shall, on traffic obtained pursuant 
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to this condition or those in paragraph 24, below, open or keep open, in 
similar manner, its junctions at Twin Cities, Sioux City, and Council Bluffs 
with North Western, and on traffic obtained pursuant to this condition or those 
in paragraph 24 below, open or keep open in similar manner its junction at 
Twin Cities with Soo Line. 

Routing via the 11 first-named gateways so opened shall be restricted to one 
such gateway on any single shipment, and to traffic destined to or billed for 
transit or stopoff at any station on the other line beyond the junction up to and 
including the terminal area of the next junction, except that routing via Linton 
and Fargo shall be provided to and from Billings and Great Falls, Mont., and 
stations intermediate thereto, 

24, At the request of the Milwaukee, presented in writing not more than 6 
months after date of consummation of the unification authorized herein or not · · 
more than 6 months after the effective date of any certificate or order of this 
Commission: 

(a) Permitting that railroad to extend its operations to Portland, Oreg., and 
to acquire trackage rights over the line of NuCo between Longview Junction, 
Wash,, and Portland, Oreg., NuCo shall grant to the Milwaukee, upon such fair 
and reasonable terms as the parties may agree or as determined by this 
Commission in the event of their inab111ty to agree, trackage rights to operate 
freight trains over NuCo lines between Longview Junction and Portland, 
including the right to serve on an equal basis all present and future industries 
at Portland and intermediate points and the use of NuCo facilities at Portland 
necessary for the switching of traffic to other railroads and industries, NuCo 
shall maintain Portland as an open gateway on a reciproeal basis with the 
Milwaukee to the same extent as with other connecting carriers; 

(b) Permitting that railroad to acquire trackage rights over the lines of 
NuCo between Renton and Snohomish, Wash., and between Everett and Belling
ham, Wash., NuCo shall grant to the Milwaukee, upon such fair and reasonable 
terms as parties may agree or as determined by this Commission in the event 
of their inability to agree, trackage rights to operate freight trains over NuCo 
lines between Renton and Snohomish, and between Everett and Belllngham; and 

(c) Permitting that railroad to extend its service to Blllings, Mont., and the 
handling of its trafficbyNuCofromandto Judith Gap, Miles City, and Bozeman, 
Mont,, on the one hand, and, on the other, to, from, and through Billings, Mont,, 
including the switching of cars to or from industries at Billings, NuCo shall 
impartially handle the empty and loaded cars of that railroad from, to, and 
through Billings as though a station on the other road, such cars to be delivered 
to and returned byNuCoatMilesCity,Judith Gap, or Bozeman, according to the 
direction of the traffic, upon such fair and reasonable terms as the parties may 
agree or as may be determined by this Commission in the event of their 
inability to agree, 

25, NuCo shall join with the Milwaukee in: 

(a) Eliminating at their common points the dual basis of switch charges by 
canceling in their respective tariffs the higher switch charges required to be 
paid when absorbed by the line-haul carrier, and by providing in their respective 
tariffs for the absorption by the line-haul carrier of switch charges on all 
traffic, subject to a reasonable minimum carload revenue, and 
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(b) Reestablishing rate relationships via all routes with that railroad when, 
by reason of this unification, the relationships of rates via such routes with 
rates via other routes of the component lines merged into or operated under 
lease by NuCo are disturbed. 

26. NuCo shall (1) establish and maintain competitive joint rates and routes 
with North Western, reciprocally, on a reasonably related divisional basis 
(a) via Oakes, N. Dak., as specified in sheet 3 of appendix N-9 of the examiner's 
report in F. D. No, 21478, with exceptions and upon terms as mutually agreed 
upon between said railroads, and (b) via Crawford, Nebr., as specified in sheet 
4 of appendix N-9 of the examiner's report in F, D. No. 21478, with exceptions 
and upon terms as mutually agreed upon by said railroads, to the extent that 
Great Northern, Northern Pacific, or Burlington now have or to the extent 
that NuCo shall have joint rates and routes (A) via Laurel-Billings, Mont., 
through Crawford and Ellsworth, Nebr., or (B) on traffic moving from or to 
former Burlington lines in Montana, Wyoming, and South Dakota through · 
Alliance, Nebr., (2) maintain connecting service schedules and interchange 
service at Oakes and Crawford so as to provide an efficient and effective 
service to the shipping public, (3) maintain efficient and effective service 
between Oakes, N. Dak., and Jamestown, N. Dak., for through traffic which is 
reasonably consistent with the service, including schedules provided by North 
Western between Huron, s. Dak., and Oakes, N. Dak., and (4) pick up and set 
out through cars (originating or terminating at points beyond Edgement, s. Dak., 
or Alliance, Nebr.) at Crawford in its through trains so as to provide efficient 
and effective service on such through traffic. 

27. NuCo shall deliver Minneapolis interchange cars to the North Western 
at the latter's Cedar Lake and East Minneapolis Yards separated as between 
the two yards as that railroad may designate, and shall accept deliveries of 
Minneapolis interchange traffic therefrom at NuCo's Lyndale Yard, Union 
Yard and Northtown Yard (when it is placed in operation). 

28, NuCo shall permit North Western to operate trains between Minneapolis 
and St. Paul, Minn., over track now owned by Great Northern known as the 
"Short Line" without restriction as to character or origins and destinations of 
the traffic in the trains using the line, and shall subject to terms mutually 
agreed upon (1) offer to rescind all or any part of the contract between North 
Western and Northern Pacific governing use by North Western of trackage of 
Northern Pacific between Minneapolis (20th Avenue South) and St. Paul 
(otherwise known as Line A), and (2) provide for partial use of that line by 
North Western on mutually agreeable terms, cancellation of such agreement on 
90 days' notice, and in the event of such cancellation, provide for use of 
alternate routes which would permit North Western equivalent service, 
including, but not limited to, the right for North Western and Chicago Great 
Western Railway Company to make direct interchange in the vicinity of St. 
Anthony Tower, or for North Western to provide direct service to St. Anthony 
Tower in the event the transactions approved in F. D. No. 23388, et al. are 
consummated. 

29. NuCo shall (1) offer to lease to North Western, upon terms mutually 
agreeable, its tracks in Union Yard in Minneapolis, as follows: (a) track E-4 
from its commencement on the east to a connection to be constructed at a 
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point approximately 800 feet west of 10th Avenue S, E, Minneapolis, and (b) 
tracks C-29 and C-30 from a point on the east end where they join track Q-13 
to the ppint where they join track E-4, (2) subsequent to consummation of the 
unification construct a connection between the leased tracks and Great Northern 
main line track 1 in its yard and a connection between Great Northern tracks 
in the vicinity of the point where tracks C-29 and C-30 enter into track Q-13, 
and such other change as necessary to give North Western access to the leased 
tracks, and (3) after Northtown Yard is placed in operation, consider leasing 
track Q-13 from its point of connection with tracks C-29 and C-30 to the 
crossover in vicinity of St. Anthony Tower semaphore. 

30. NuCo shall (1) grant such trackage rights at Duluth, Minn., to Duluth, 
Winnipeg & Pacific Railway, upon terms mutually agreeable, as will permit the 
latter to handle through traffic between the present connection of that railroad 
and Northern Pacific in Duluth to the connection of the North Western and 
Northern Pacific in Duluth, and (2) grant such trackage rights to North Western 
at Head of the Lakes, upon terms mutually agreeable as will permit the latter 
to handle such traffic over St. Louis Bay Bridge and related facilities. 

31. Railroad interveners, as beneficiaries under the conditions herein 
imposed upon them and upon applicants as conditions precedent or subsequent 
to consummation of the authority granted herein, shall cooperate with each 
other and with applicants in order that these conditions be given full effect. 
Such cooperation shall, where practicable, take the form of agreements to be 
entered into by the parties within 180 days from the effective date of this 
order, or within such other period as this Commission may specify. The 
failure to so cooperate shall, upon the filing of an appropriate pleading by an 
aggrieved party hereto, be considered by this Commission as the assent by 
the party failing to so cooperate to modification or cancellation of such condition 
or conditions benefiting such party. Nothing in this paragraph shall be deemed 
to affect the consummation by applicants of the authority herein granted. 

32. All motor-carrier operating authority (under part II of the Interstate 
Commerce Act) coming under the control of NuCo as a result of these pro
ceedings shall be amended by the addition of a condition reserving the right of 
this Commission to impose such future conditions as it may find necessary to 
insure operation in the public interest under such authority. 

33. The Commission shall retain jurisdiction over these proceedings for a 
period of 5 years following consummation of the transactions herein authorized, 
for the purpose, among others, of considering petitions, under section 5(2)(d) 
of the act, by any railroad in the territory involved requesting inclusion in the 
merger so authorized. The Commission shall also retain jurisdiction over 
these proceedings for a period of 5 years following consummation of the trans
actions herein authorized to impose such just and reasonable conditions upon 
petition by any party in interest, or on its own motion, after hearing, as may 
be necessitated by any cumulative or crossover problems stemming from 
approval of this merger and any other transaction authorized under section 5 
with respect to the territory involved. Consummation of the transactions 
herein authorized shall constitute irrevocable assent by applicants to the 
power of this Commission to impose, after hearing, such just and reasonable 
conditions as may be necessary or appropriate. 

34. NuCo shall be required to provide employees not now covered and to the 
extent contemplated under section 5(2)(f) of the act with the basic protection as 
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particularly described in the contract entered into between applicants and the 
Brotherhood of Locomotive Engineers and Brotherhood of Railway Trainmen. 
NuCo shall apprise the affected employees of the protection provided herein, 
as more fully set out in this report, 
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FINANCE DOCKET No. 21478 

GREAT NORTHERN PACIFIC & BURLINGTON LINES, 
INC.-MERGER, ETC.-GREAT NORTHERN RAILWAY COM
PANY, ET AL. 

Decided February 16, 1972 

Upon further hearing under the modified procedure, held, parties may not put into 
effect the trackage rights condition number 30 in the report of the Commission of 
November 30, 1967, without prior application under section 5(2), and that 
previous operations, now under injunction, were in violation of section 5(4) of the 
act. 

Additional appearances: 
Frank S. Farrell, J. R. Walker, and H. P. Krengel for Burlington 

Northern, Inc. 
Louis T. Duerinck and Richard H. Hastings for Chicago and North 

Western Railway Company and Duluth, Winnipeg & Pacific Railway 
Company. 

Eugene A. Rerat and Patrick J. Foley for the United Transportation 
Union. 

REPORT OF THE COMMISSION ON FURTHER HEARING 

BY THE COMMISSION: 

The modified procedure has been followed on further hearing. 
In our report on reconsideration of November 30, 1967, 331 I.C.C. 

228, hereinafter referred to as our "report," the Great Northern Rail
way Company, the Northern Pacific Railway Company, the Pacific 
Coast R.R. Company, and the Chicago, Burlington & Quincy 
Railroad Company were permitted to merge under section 5(2) of the 
Interstate Commerce Act. 1 

In permitting the merger and related financial transactions, the 
Commission imposed conditions so that, if the merger was con
summated, carrier employees and competing railroads would be 
protected. These conditions are listed in appendix L, 331 1.C.C. 352. 
At issue here, 331 I.C.C. at page 359, is condition number 30: 

'Our approval was sustained on judicial review Northern Lines Merger Cases, 396 U.S. 491 (1969) 

affirming 296 F. Supp. 853. 
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30. NuCo [i.e. Burlington Northern, Inc.] shall (I) grant such trackage rights at 
Duluth, Minn., to Duluth, Winnipeg & Pacific Railway, upon terms mutually agreeable, 
as will permit the latter to handle through traffic between the present connection of 
that railroad and Northern Pacific in Duluth to the connection of the North Western 
and Northern Pacific in Duluth, and (2) grant such trackage rights to North Western at 
Head of the Lakes, upon terms mutually agreeable as will permit the latter to handle 
such traffic over St. Louis Bay Bridge and related facilities. 

Under the present agreement, executed in 1912, the Duluth, 
Winnipeg & Pacific Railway Company is permitted to use the track of 
Burlington Northern, Inc., in Duluth, as described infra. However, 
this agreement provides only for lake or local traffic. Part (I) of 
condition 30 would permit direct interchange with the Chicago & 
North Western Railway Company for through traffic as well. 

By letter-petition dated February 24, 1970, the United Transporta
tion Union alleged that the Duluth, Winnipeg & Pacific Railway 
Company (Winnipeg) intended to institute direct interchange with the 
Chicago & North Western Railway Company (North Western) at 
Duluth. Burlington Northern, Inc. (Burlington) had filed no 
application under section 5(2)(a)(ii) of the Interstate Commerce Act. 
By our order of July l, 1970, Burlington, Winnipeg, and North 
Western were required to inform us within 30 days why an order 
should not be entered under section 5(7) of the act instituting an 
investigation as to the alleged violation of section 5(4) of the 
act-failure of Winnipeg to seek the necessary approval under section 
5(2). 

Upon consideration of the replies by the railroad companies 
named above, on January 6, 1971, we issued an order reopening the 
proceedings in Finance Docket No. 214 78 and instituting this 
investigation on our own motion. Further hearing was held under the 
modified procedure, 49 CFR l 100.45(b) et seq., to receive evidence 
on the matter of protection for the complainant employees and to 
determine whether the terms and conditions of the merger should be 
modified or supplemented pursuant to section 5(9) of the act. 

Reference is made to the map of the Duluth vicinity, attached as 
appendix A. Prior to March 13, 1970, the Winnipeg had been 
permitted to bring cars to and remove cars from interchange with the 
North Western at the Fifth Avenue Yard at Duluth by crossing the 
track now owned by Burlington between 44th Avenue West and 16th 
Avenue West. These cars, however, contained only local traffic or 
through traffic for lake movement as provided in the trackage rights 
agreement of 1912. For cars not destined for lake traffic or local 
shipments-i.e., through traffic-Winnipeg interchanges with North 
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Western took place in Superior. Winnipeg cars traveled over the 
Grassy Point Line to the yard of the Lake Superior Terminal and 
Transfer Railway Company (LST&T). 

On March 5, 1970, Burlington had published the following notice: 

As a result of the recent merger which formed the Burlington Northern, we are 
required to interchange cars with the Great Northern at Rices Point Yard and, 
effective Monday. 9 March. 1970, will interchange cars with the Chicago and North 
Western at their Fifth Avenue Yard at Duluth. 

Winnipeg published a similar notice. 
On March 13, 1970, Burlington permitted North Western and 

Winnipeg to effect interchange of through traffic via its line between 
44th Avenue West and 16th Avenue West. This resulted in an alleged 
reduction by about 30 of the work force at the LST&T. The aggrieved 
employees of the LST&T brought action in the United States District 
Court, District of Minnesota. On November 5, 1970, the court issued 
an injunction ordering the defendant railroads to return to the 
interchange practices as they existed prior to March I 3, I 970 (the 
1912 agreement), until this Commission resolves the issues herein. 

D1scuss10N AND CONCLUSIONS 

The issues as set forth by Burlington are: 

I. Is it incumbent upon one or more of the respondents to file an application with 
this Commission. either jointly or severally. under section 5(2) of the act seeking 
approval and authorization of the acquisition of the trackage rights by the DW&P 
!Winnipeg I from BNI I Burlington I referred to in part (I) of condition 30 contained in 
appendix L to this Commission's Northern Lin.:s Merger Decision dated November 
30. 1967. in its Finance Docket No. 21478"' 

2. Are employees of the LST&T entitled to job protection upon putting into effect 
part (I) of said condition 30 and. if so. what should the extent of that protection be and 
should not respondents C'&NW !North Western) and DW&P !Winnipeg!. the 
beneficiaries upon said part (I) becoming effective, be required to bear the cost 
thereof» 

3. Should the terms and conditions of the merger authorized by said decision be 
modified or supplemented pursuant to section 5(9) of the act to provide for job 
protection for LST &T employees? 

Respondents argue that an application under section 5(2) of the act 
is not required here because condition 30 is "self-executing." In other 
words, they feel that the terms of the condition itself were sufficient 
authority to proceed to rearrange the trackage rights in Duluth in a 
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manner which would produce the required through traffic 
interchange without further Commission action. 

We cannot concur in such a view which results in the construction 
of a Burlington Northern merger condition as a delegation of this 
Commission's authority to Burlington and North Western to 
rearrange, as they see fit. their trackage rights agreements in Duluth. 
A trackage rights agreement, like a merger, is a transaction within the 
purview of section 5(2). Under that section Congress has required 
that the Commission 

*** shall give weight to the following considerations, among others: (I) The effect of 

the proposed transaction upon adequate transportation service to the public; (2) the 

effect upon the public interest of the inclusion, or failure to include. other railroads in 

the territory involved in the proposed transaction; (3) the total fixed charges resulting 

from the proposed transaction; and (4) the interest of the carrier employees affected. 

Of particular importance here, under section 5(2)(f) Congress has 
indicated more specifically our responsibility under section 
5(2)(c)(4 ): 

(f) As a condition of its approval, under this paragraph (2), of any transaction involving 

a carrier or carriers by railroad subject to the provisions of this part, the Commission 

shall require a fair and equitable arrangement to protect the interests of the railroad 

employees affected. In its order of approval the Commission shall include terms and 

conditions providing that during the period of four years from the effective date of 

such order such transaction will not result in employees of the carrier or carriers by 

railroad affected by such order being in a worse position with respect to their 

employment, except that the protection afforded to any employee pursuant to this 

sentence shall not be required to continue for :1 longer period. following the effective 

date of such order. than the period during which such employee was in the employ of 

such carrier or carriers prior to the effective date of such order. Notwithstanding any 

other provisions of this Act, an agreement pertaining to the protection of the interests 

of said employees may hereafter be entered into by any carrier or carriers by railroad 

and the duly authorized representative or representatives of its or their employees. 

It should be apparent that we could not have granted authority to rail 
carriers to enter into new trackage rights arrangements in a manner 
which would cause us to abdicate our responsibility to make the 
requisite findings of fact and the legal conclusion that the arrange
ments are consistent with the public interest. 2 Such a delegation 
would be unlawful. 

Respondents advance the language of condition 21 of appendix L, 
which specifically requires Burlington to execute an agreement with 
the Soo Line Railroad Company for trackage rights "subject to any 

'Accordingly, we find it unnecessary to modify the language of condition 30. 
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necessary approval of this Commission," as evidence of a lack of a 
similar requirement for condition 30. In light of the discussion above, 
such implication is clearly unwarranted. Equally without foundation 
is the contention that section 5(1 I) of the act renders respondents 
immune from the necessity of further application. Section 5(1 I) 
protects the transactions granted under section 5(2) of the act from 
attack "from the operation of the antitrust laws and * ** all other re
straints, limitations, and prohibitions of law * * *." This provision 
cannot be construed as operating against the requirements of section 
5(2) itself or against the continuing Commission jurisdiction over the 
protective conditions it deems necessary to impose upon a give 
merger transaction. Section 5(9), giving the Commission supple
mental continuing jurisdiction, should clear any ambiguity on this 
matter on the part of respondents. 

Respondents aver that the subject matter of the transaction in con
troversy is not a "trackage rights" acquisition within the meaning of 
section 5(2)(a)(ii) of the act. Their reasons are that (a) in order to 
fulfill part (I) of condition 30 only the nature of traffic handled over 
the BNI line need be changed, and (b) the trackage used and the 
carriers using it pursuant to their agreement of I 912, will remain 
unchanged. 

This Commission and rail carriers in general have recognized a 
distinction between trackage rights for overhead (through) traffic and 
trackage rights for local traffic. See Atchison, T. & S. F. Ry. 
Co.-Operating agreement, 331 I.C.C. 367, 371 (1967). The prior 
trackage rights arrangement between Winnipeg and Burlington 
executed in 1912 is itself evidence of the severability of trackage 
rights according to the nature of traffic. 

We note, further, that respondents felt that this change in traffic 
patterns in Duluth was of sufficient concern to this Commission to be 
entered as a condition on the record. Respondents have made no 
attempt to have the Commission rule upon this matter until now. 

It is well established that subsequent amendments to trackage 
rights agreements which predate our jurisdiction under section 
5(2)(a)(ii) are subject to that section, Thompson v. Texas Mexican R. 
Co., 328 U.S. 134, 146-7 (I 945). See also Delaware & H.R. Corp. 
Trackage Agreement Modification, 290 I.C.C. 103, 109 (1953). We 
find that the new arrangement required in fulfilling part (I) of 
condition 30 is a significant change in the type of traffic using the 
Burlington line, and constitutes such an amendment. This change and 
the conditions under which it will take place are thus subject to the 
jurisdiction of the Commission under section 5(2)(a)(ii) of the act. 
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The cases cited by North Western and Winnipeg concerning alterna
tive points of interchange are not in point. 

Having determined that respondents must file an application under 
section 5(2) to fulfill the requirements of part (I) of condition 30, we 
now turn to the question of whether the employees of the LST&T are 
entitled to job protection as part of an approved trackage rights 
transaction. 

There is no doubt that the LST&T employees will be affected by 
the implementation of condition 30. The ability of Winnipeg to 
directly interchange its through traffic with North Western will create 
increased efficiency of operation, improve its traffic position, and 
directly result in reduction of employment in the LST&T yard. 

In its verified statement, Burlington acknowledges that the stock of 
LST&T is two-thirds owned by Burlington itself, one-sixth by the Soo 
Line Railroad Company, and one-sixth (beneficially) by North 
Western. LST&T officials are selected by the officers of the con
trolling companies. 

Yet, Burlington takes the position that 

••• the LST&T is a separate corporate entity, carrying on its own business as a 
terminal switching carrier. It employs its own personnel, purchases, owns, and 
maintains its own equipment, and in all respects is divorced from the parties 
participating in the Northern Lines Merger case. 

The facts belie this position. All of the owners of LST&T were 
parties to the merger transaction. Neither equity nor law would 
permit a carrier to avoid its obligations under section 5(2)(f) through 
the device of such a subsidiary operation. 

Prior cases reaffirm this conclusion. In Seaboard Air Line R. Co. 
Control, 312 I.C.C. 507 (1961), generally known as the Richmond 
Terminal case, the applicant railroad was permitted to discontinue its 
joint use, with The Chesapeake & Ohio Railway Company, of the 
Main Street Station at Richmond, Va. It was found that although 
certain of Chesapeake's employees had been adversely affected by 
the transaction they were not entitled to protection under section 
5(2)(0 because Chesapeake was neither an applicant nor a carrier 
involved in the transaction. In Railway Labor Executives' 
Association v. United States, 216 F. Supp. IOI (1963), the United 
States District Court, Eastern District of Virginia, reversed our 
exclusion of these employees. The court held, 216 F. Supp. at I 03, 
that since the connection between the transaction and the loss of 
employment was so immediate, the Commission's exclusion was 
"hypertechnical." 
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While the facts here depart somewhat from those in the Richmond 
Terminal case, they are sufficiently similar to bring within its 
principle. Respondents' attempts to distinguish the present 
proceeding are not persuasive. Burlington's reliance upon Southern 
Ry. Co.-Control-Central of Georgia Ry. Co., 317 I.C.C. 557 
(1962), as controlling here, is misplaced .. In that case, it was 
conceded that Southern's acquisition of the Central might affect 
employment at the yard of the St. Louis-San Francisco Railway Co. 
But the record revealed a situation quite different from that in the 
Richmond Terminal case. We noted: 

The Frisco's East Thomas Yard employees are not employees of the applicant or the 
Central and are not subject to their control, but, on the contrary, are hired, paid, 
supervised, and controlled by the Frisco, on whose seniority rosters they are 
intermingled, and have interchangeable assignments, with other Frisco employees 
whose duties have nothing to do with the yard operations. The Frisco is an entirely 
separate legal entity and not the alter ego of the applicant. The Central can 
unilaterally withdraw from the Frisco's yard at any time on 6 month's notice whether 
or not the transaction is approved. The Illinois Central also uses the Frisco yard and it 
is doubtful that any effect of the ~ransaction upon the Frisco's employees could be 
separated from such use or from such effects of changes in traffic patterns, business 
declines, changes in train schedules, or technological improvements. 3 317 1.C.C. at 
567. [Emphasis added.] 

Here there can be no doubt about the direct control by Burlington 
and the direct effect of the transaction upon employment in the 
LST&T yard. We thus conclude that the employees of LST&T are 
"affected employees" within the meaning of the act and that we are 
required to provide for them "fair and equitable" arrangements. 

In their verified statements both Burlington and North Western 
strongly objected to the imposition upon them of any financial 
liability should the Commission find that the LST&T employees are 
entitled to protection. Burlington argued that since the fulfillment of 
the condition will res:ult in benefit to North Western principally at its 
expense, North Western should absorb the burdens of employee 
protection incident to that benefit. On the other hand, North 
Western averred that it had been lulled into believing Burlington 
would incur the financial burdens of traffic protection incident to the 
merger. North Western felt that any additional burden imposed upon 
it would violate the intention of the Commission's conditions 
generally and Condition 30 in particular. 

'Because, inter a/ia, the Commission properly excluded the Frisco employees on a complete 
factual record, its decision was upheld in Railway Labor Executives' Association v. United States, 
226 F. Supp. 521 (1964). 
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Subsequently, however, counsel for Winnipeg notified the 
Commission that Burlington and North Western had agreed to share 
the costs of employee protection equally. This agreement is 
contingent upon a finding for complainant in the instant proceeding 
and the imposition of the protective conditions referred to in 
Oklahoma R. Co. Trustees Abandonment, 257 I.C.C. 177 (1944). 

In Finance Docket No. 26770, of which we take official notice, 
Winnipeg seeks the trackage rights modification which is the subject 
of this proceeding. That application is protested by three labor 
groups: the Railway Labor Executives' Association, the Brotherhood 
of Railway, Airline and Steamship Clerks, and the Congress of 
Railway Unions. The United Transportation Union, complainant in 
the instant proceeding, has not yet entered an appearance in that 
trackage rights proceeding. However, it is an affiliated organization 
of the Congress of Railway Unions and has been notified of the 
proceedings. The protestants of record are amenable to the 
imposition of the Oklahoma conditions, cited above. 

While the circumstances outlined above fall short of a formal 
settlement, we are satisfied that it would be fair and equitable to 
employ the well-established Oklahoma protections and assess the 
cost equally between North Western and Burlington. 

Burlington asks that the verified statement of the United Transpor
tation Union be stricken for failure to conform with the 
Commission's General Rules of Practice. In that pleading, D.C. 
Deering has signed an affidavit stating that he has reviewed the 
statement of fact and argument and has sworn to their authenticity. 
This substantially conforms to the Commission's requirements under 
rule 50 and the motion to strike should be accordingly, denied. 

Submitted in the trackage rights application, discussed above, is an 
executed amendment of the 1912 Trackage Rights Agreement. 
Burlington should cooperate in the speedy execution of the 
agreement so that the Commission may proceed in processing the 
application. Failure to execute the agreement within 60 days of the 
date of service hereof may result in our taking action pursuant to 
section 5(8) of the act. 

Upon reopening of this proceeding and investigation of the matters 
discussed herein, we find that the operations by the Duluth, Winnipeg 
& Pacific Railway Company over the trackage of Burlington 
Northern, Inc., at Duluth, Minn., without prior authority of this 
Commission pursuant to section 5(2)(a)(ii) of the Interstate 
Commerce Act, was in violation of section 5(4) of said act. 

An appropriate order will be entered. 
338 I.C.C. 
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COMMISSIONER JACKSON concurs in the decision. 

COMMISSIONER TUGGLE, dissenting in part: 
I endorse the majority report to the extent of finding ( l) that the 

trackage right dealt with in Condition 30 is a distinct right requiring a 
separate grant by Burlington to Winnipeg, (2) that, under the circum
stances of this case, the employees of the LST&T are entitled to 
protection under section 5(2)(0 of the act, and (3) that the most 
expeditious way of affording protection for those employees is to 
impose the Oklahoma conditions (which the labor protestants in the 
trackage rights application, Finance Docket No. 26770, have 
indicated a willingness to accept and which Burlington and North 
Western have agreed to pay for). 

I do not join in the findings that there has been a section 5(4) 
violation and that a further application for trackage rights must be 
filed for our approval. 

Condition 30 of the merger report was intended for the protection 
of North Western and Winnipeg as competitors of the newly merged 
Burlington, and ideally that protection was to begin as soon as the 
merger became effective. No further proceedings before this 
Commission were intended. Burlington was to grant the described 
trackage rights to Winnipeg according to Condition 30 "upon 
mutually agreeable terms." 

Where further proceedings before the Commission were intended, 
or the possible need for them anticipated, as was the case in several 
other conditions, the language of those conditions was clear. For 
example, Condition 21 directed Burlington to grant various rights to 
other railroads "subject to any necessary approval of this 
Commission," and Condition 23 similarly directed Burlington to 
grant various trackage rights "upon such fair and reasonable terms as 
the parties may agree or as determined by this Commission in the 
event of their inability to agree." 

Nothing in Condition 30 or elsewhere in the merger report and 
order gives any indication that the Commission intended anything 
more than was actually stated, namely, a grant on terms to which 
Burlington and Winnipeg could mutually agree; and, in contrast with 
Conditions 21 and 23, it was not expected that, on this simple matter, 
any follow-through problems would arise. In implementing the 
condition, Burlington was simply seeking to comply with the plain 
meaning of a Commission order. To say that something other than 
the plain meaning was intended, is to say that we have an ambiguity 
for which the Commission is solely responsible; and, in that event, 
the effort to comply ought not, in all fairness, to be held against the 
carrier. 
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Assuming an ambiguity, it is no help toward a proper construction 
to say that, because trackage rights are included within the purview of 
section 5(2)(a){ii), the trackage rights here in issue require a separate 
application. The Commission has wide jurisdiction under section 
5(2)(b) to devise whatever terms are necessary in the merger case to 
make the transaction approvable, including condition like No. 30; 
and its jurisdiction in this regard is exclusive and plenary (as made 
clear by section 5( 11 )). 

Evidence of how this jurisdiction is exercised is contained in the 
majority report herein. Though the majority finds that a separate 
trackage rights application proceeding is necessary, it proceeds in 
this merger case, on this record, to make findings and impose 
conditions governing the trackage rights matter, namely, that LST&T 
employees are "affected employees" within the meaning of section 
5(2)(f), that we are required to provide for their protection, that the 
Oklahoma conditions would constitute a "fair and -·equitable 
arrangement" for their protection and that the cost of the protection 
should be born equally by Burlington and North Western. 

That brings us to a point where there is nothing left to do except 
serve an order to implement those findings and conditions; for the 
merger report and order, through Condition 30, already imposes the 
requirement that the trackage rights be granted, thus, there is nothing 

•further to decide or discuss in an additional trackage right 
proceeding and no useful purpose would be served in requiring or 
entertaining a trackage rights application. 

Since North Western has petitioned for relief in the merger case, 
seeking in a sense an inclusion in the transaction, the Commission 
has adequate jurisdiction under the conditioning powers of section 
5(2)(b) to grant such relief as it might deem appropriate, subject to 
conditions imposed upon North Western as a beneficiary, as well as 
Burlington. 

As I view it, proceeding further with a trackage rights application 
under these particular circumstances would be to insist upon hyper
technicalities neither required by law nor warranted by the facts. 
Moreover, finding the violation of section 5(4) and issuing a cease 
and desist order is wholly at cross purposes with Condition 30, and 
actually prohibits the carrier from carrying out the Commission's 
own objectives. 

VICE CHAIRMAN GRESHAM and COMMISSIONERS WALRATH and DEASON join 
in the above expression. 
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APPE.ND!X A 

SCHEMATlC RAILROAD MAP OF DULUTH-SUPERIOR AREA--F.D. No. 21478 
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CHAPTER XV 

MISMANAGEMENT AND RECEIVERSHIP 

d ·1 We shall no,v attcn1pt to discuss son1e of the etat s South Park is reflected in a comment made by Joseph 
K. Choate, Superintendent of the Union Pacific's Colo
rado Division during the latter eigl1tics. Mr. Choate 
stated in the Union Pacific's annual report for the year 
1888: 

or factors which eventually led to the Sour!, Park's re
ceivership and the Union Pacific's loss of the road 
entirely. For a few years during the heyda)' of t~c 
Leadville boom, the little railroad did a land office busi
ness, but its subsequent h:story is a story of disaster and 
failure. Two factors were responsible for chis si~uation. 
The first was misn1anagemcnt of the road by the Union 
Pacific; the second was the decline of Colorado's mining 
industry, more especially of the Leadville boom. The 
South Park, like numerous other early Colorado railroads, 
was built and maintained by gold and silver-the de
cline of this industry also sounded the death knell of 
the very roads it had nurtured and nourished. We shall 
take up the Union Pacific's managerial policies first. 

"The South Park Road has never paid a dividend to us an I 
i•et it ,s claimed by railroad men in the West to be one of th~ 
most val uable francl1ises that the Union Pacific owns. On this 
Jrne are the finest_ coal mines in tl1e ~est. It is a controlling 
Jrne in the ore shipments from Leadvrlle . .. . As a feeder t,, 
the Union Pacific it is very valuable in that it controls $1,500~ 
000 worth of business per year from the smelters, and a Jari;c 
percent of the business from tl1e Missouri River to the west; 
tl1at if the road cost tl1e Union Pacific a million dollars an
nual ly instead of the fifty to sixty tl1ousand that it does cost, 
it would still be valuable." 

It appears that immediately after the South Par!, 
properties were turned over to the Union Pacific, the 
Omaha management instituted their new policy and 
manner of conducting the road's business. Upon orders 
from New York, the management of the road was trans
ferred from Denver to Omaha, whereas tl1c previous 
board of directors and management were substantial 
Denver business men interested in the general good ancl 
welfare of the South Park railroad and the tcrritorv in 

Previous to, and during this period, the Colorado 
region was ripe for exploitation and the Union Pacific 
was exerting every effort in the promotion of their in
terests therein. During the scramble between the various 
railroad interests for control of transportation in the 
commonwealth, Gould had purchased the South Park 
railroad and immediately passed it along to the Union 
Pacific at a neat profit to himself. Without any con
sideration of their interest in the proposition, Gould 
ordered the transaction made and his orders were obeved. 

• 

The South Park was theirs and it was up to the Omaha 
management to make the best of the deal. Being a trans
continental railroad, their maximum efforts were direct
ed toward the promotion of the more profitable long 
haul traffic. The Union Pacific management concluded 
that if the South Park was to fit into their program, it 
would be necessary that the road serve as a feeder line 
to their great railroad system. With this in mind, and 
with the rich Leadville haul waiting like the proverbial 
flOt of gold at the foot of the rainbow, it appeared chat 
perhaps the Evans road might become a valuable pos
session. They therefore bent every effort to see tliat 
1l1e South Park be utilized as a feeder line over which 
some of Colorado's great ore traffic might flow to Den
ver, Omaha, and rhe East. In their attempt to gain this 
long haul l, eadville traffic, it developed that the Union 
Pacific, much to the detriment of the welfare and future 
success of the South !'ark, began sacrificing local buii 
n~1, in favor of their long haul traffic policy. A go<XI 
example of 1he attitude of the Omaha office toward the 

274 
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which it operated. Jn the application of their new 
policies, the absentee Omaha management, knowing l, t t le 
about the road's peculiarities and tl1e difficulties wl ,ch 
the owners had encountered in obtaining and hol<l ,n.~ 
business, did not meet wi tl1 any degree of success . 

Fulfilling his promise to the Union Pacific, and to 
facilita.te the change and look after the Sour!, P ,-·, 
interests, Governor Ev•ns agreed to remain as pre•i,f, n t 
of the road; however, the Union Pacific sent their p
rcsenrative, Mr. E. P. Vining, to Denver to act a\ ,~,,
era! manager, and lO carry our the Union Pacific's poli
cies. Governor Evans soon became great!)' dissatisnc,1 
with Vining's inefficiency and his Union Pacific pol 1c1e, 
and as a result wrote to T. L. Kimball, General PJ< 
sengcr and Ticket Agent ac Omaha. An excerpt from 
thi, letter, dated January 6, 18 8 J, is as follows; 

"'fhe rules abc,ut carload rates and turning all tl1rou,i:l1 J,,,,i 
ness <Jver tc, tl1c Denver & Rio Grande and tl1e 11ew Jr,cal r'1tr<, 
liavc literally 1uspended business alon~ the line. Many c,f ,,ur 
heit customrrs will be ba11krupt by ,t, and tl1e road left w1tl1our 
traffic, unless tl1esc c,1nJ1t1ons are changed at once Orders to 
Bl(ents not to 1l11p withciut prepayment of freigl1t, ,ssucd fr,,ni 

d not touch the case. Unless a change i, mad 
h~ today, oss will be ruined ancl the road w,11 O<lt P e 

Of11~ the bus1ne ay 
soon, expenses. 
nP erat1n!( Signed, John F.vans" 

day Governor Evans wrote to Jay Gould 
h next . f h U . , f c . cipal proprietor o t c n1on Pacific and 

as pr1n d Th 
who W f its policy an management. e letter fol -
dicta tor o 

•n part: 
JoWS I '"Denver, Coloradr, 

January 7th, 1881 . 

Gould, Esq., 
"]•Y . . . . 
Dear s ,r . L gislature is now rn session and many member, 

. The e "ff d h"b· II · · . . late our tar, s an pro r 1t a pooling between 
prnpO'' t~nr~t~ state, etc. 'fhis would be a serious blow to u, , 
rarl roads agrc--ements with the Denver & Rio Grande he-

t of our d ·11 ,,,oun Vista and Lea vr e. 
Buena 1· M v· · · h 1ween h an unfortunate ,me, r. 1n1ng, wrt out any 

"Ju•I "!nsue~ther with me, Colonel Fisher, or Colonel Hughes, 
,onsultatr ' 1 freight agent who had arranged our tariffs and 

I tc genera b b . our ' les by which he egan to get us,ness and make 
made our r~ of it issues a new tariff raising the prices on our 
h most ou ' 'b' · t d d 1· I h' h t e . s 10 a proh1 ,tory po1n , an a op 1ng rues w ,c 
Jocal bu~: e~ ost of our through freight over to the Rio Grande, 
,v,11 thr our operating expenses greatly. For instance, we had 

nd increase 2 d th d d • ·ns got up cars to carry 1 tons an us save ea 
at !lreat pHa, charges double rates for all over eight tons in our 
~•right. e · M · d d t s The quarries at orr1son pro uce a great amount 
ca r~oa_ ~~ ea~d mainly belong to the South Park company. His 
of re,fg 's tone and time are double the highest we had ever 
rJ tes or d k . 
been able to get. This suspe~ s D wor at ~~ur Gownd quarries 
, nd tlirows the b,,siness into t e kednver & 

1
10 beran e. d d 

' "We had, with great care, wor e up a um r, ":'oo , an 
. b _. ss froin the forests along our road, and by liberal rates ti~ us1 oe . d 
f · ber from our o,vn lands, had built up a very large an 
or 11m • v· · • .ff 
prufitJble traffic at high rates from this source. 1n1ng _s tar1 . 
f th products of the forests are so great, that the business 1s 

~uspe~ded. His charge for wood from Buffa!~ is double what 
,,•e had, and is nearly as mucl1 as the wood 1s worth. It has 
not on ly stopped shipments, but will bankrupt the men we have 
induced to come on out road to do business. ~ al, too, is put 
at pr,,h ibitory rates. S01ne, ordered before kn11w1ng of the rise, 
is refu1ed at tl1e depot because the freights Jre more th~n the 
pr ice l•f coal in the market. This unfortun;t blunder 1s f?I• 
lo"·ed up today with orders, not to ship an, more to parties 
refus,ng to take their goods and pay more , 1ghts than th_e 
goods are w11rth, unless freights are prep..i•' '1f coutse this 
n1akes the ,natter, serious as it is, ridicuto, n the extreme. 

,,f opera11ng the Sou h 
~maha, where local t Pa_rk Road from Su 
drfliculty of hu . que,1,on, cannot be rm • d111,nc, u 
the aid of the rUryrng the Cotnplet,r,n of ou"'e I undtrstood. The 

n,c,n Pa 'fie r <liens o .c._ . . 
,,r1 contract i.s serious· bet in 8tt tin~ forward i ns w1lJ-Mll 
hereafter. • ut of thu I ,.,,11 h men to .,orlc 

"A I ••• t,mc: '" •p,a.k s nc,w hold a I 
defi · t · P •ce of nom,nal 
o( t~t ~ _of my authority, I a.k to krtspon,rbility, .,ithout any 

e n1c1n Pacific Com L _ no-,,, your .,,,tic. and tha 
unplea,ant. Of coursc I pany, uefore the m.au.r gets a t 
f,,r act I annot stand rn I l1J more 
h II bes Ought to correct witho t p •re to ht ctnsurtd 

• .a !(lad to hear froU: :. any mntrol '"''' them I 
you ..,, return mail. 

V_ery truly you,,. etc., 
Signed: John E,ans 

Gould referred the letter to the . 
warnings were ignored· ohn Om,ha officral,. The 
from either Gould or ;h; 0 ~vansflireceivcd no reply 
Pacifi 1· . ma a O cc and the Union 

~. po icy continued to remain <n force.1 Further 
comp a1nts and protests from Evans were to ·1 
On Decembe 20 no 2va1 . 

I _r ' 1882, the Union Pacific held their 
annua meeting and, for reasons best known to them-
selves, dropped John Evans and his two able assistants 
Col. ,c. W. Fisher and John S. Brown, from the South 
Parks d1rectoracc.t This ended, for all time, Governor 
John Evans' connections with his beloved South Park 
railroad. From here on his further energies were to be 
directed toward the organization and construction of 
other railroad enterprises, the story of which forms an 
interesting chapter in his active career as a rail road 
builder of the early west. 

In the past, one was led to believe that the Rio 
Grande's success in securing the major portion of the 
Leadville traffic was the result of fair competition, but 
after considerable research, the historian becomes sus-
picious and doubts the veracity of statements support
ing the idea. There are numerous references regarding 
the existence of certain pooling arrangements v.•herebi· 
the Union Pacific, for a price, sat back and allowed the 
Rio Grande to carry the larger share of this traffic. 'ote 
the following testimony as gi,·en by John Evans during 
the Pacific Railv.•ay Commission Trials, (p•ge 1816). 

We quote in part : 
"The Leadville business was a great part of the South Park 

The road will not pay operating expense· , . under s~ch 
managen1ent. Tl1e master of transportat io,,, ', r. ?-icCormick, 
says his empty cars are filling the side tracl • " 'JOI of bus,
ness, already. If continuecl much longer, th, 111-nagement v.·ill 
ru,n the prc,perty. It will now requirl I, 1! time to re• 
r<tabl,,h the business interrupted. PerllJf s th .n11st u_nfortu• 
note J,pect of the case is tl1at it comes JU,, < ur Legislature 

Th road \\ as hauling feed, grain, hay, coke, and m,s
vatue. e 1· into Leadville, and bullion and ore out of 
cellaneous _supp ,es . ... ith a large lumber and coal bus,rnc,s 
tl1e camp, ,n connection 1· The pooling of fre ight bus,
along the balance of t~eR •~: ;,;d· South Park caused the S. ,uth 
ness bft11ttn the D. & . t,advilte business and this, tugether 
PJrk to I~ much. of ther r im sed by the new Un,oo P,c,fic 
\\tth the high freight rates po cd the outh Park's Lead, ,lle 
manJgcment, has JU>t about ruin d 1882 The Denve, & Ru) '' C<>nvened. The men, whose business is int rupted. buil~er , 

shippers, quarrymen, lumbermen, wood ch,, r,, etc., raise a 
R1!":lt l1 ue nnd cry against the operations ,,r th Union Pacific 
mon<>po ly as tl1ey cull it, and demand lri;islJt tv e protm,on. 
The papers have been pointing out the shortcomings of the Un
inn Pa ·fi d • • R' G I to out detr<• 11 c nn pra1s1ng the Denver & 10 ranue, 
ment, for a week or two and now urge leg1slat1on. Our board 

of trade took up the qu~stion last night and ~ppointed a c~n>• 
rnittee 1~ Pr~pare a bill. We haJ a pretty solid entii:ncnt •~ai~SI 

any legislat,on at this time least it interfere "·1th bu~lding 
roads I h' b • N I f t will be • w ien t 1s I under was made. ow ear 1 . . 
difficult to prevent hostile le!lislation. I doubt the practicability 

d the years 1881 an · gh cc bu iness urrng . II the business here throu an agr . 
Grande was getting ':1°51 a .6 flat sum of $800.000 • year 

the L'n1on Paci c • L - thev could ment to pay Leadville business ""'ause . 
t<i let them handle 11:.' 
do it at less e_xpen5• · I T L Kimb,ll 

. Evans' etter to · · h 
Note the statement ,n 6th wherein he states: ''T _e 

under date of January d turning all through bus,-

! bout carload rates an 
ru es a . 1 . Commission Tna s. 
1. Pacific Juilway 275 
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to the Rio Grande . .. have literal\ 
nes5 o, cr, \ong tl1e line'', Note also Evans' y suspended 

· ncss ~ h stateme • 
b~s1I ct·r of January 7t ' to Gould, wherein h \nit in 
h 

s ct . ' ff c te s of 
1 Vi,, i,,g issuing new tar, rates and adoptin 

Mf• ded to tl1row much of the Sot,th Park' gh rules 
hat ten h R' G d s t rougl1 

t · h over to t e 10 ran c. Note Evans' 
frc1g t . d d . statement 

J 
n the witness stan ur,ng the Pacifi R .1 l c O l h • h c a1 way 

JT1 iss ioi1 'fria s w ere,n e stated: ''Shortly f comm h p k k a ter the 
f 

r of Sout ar stoc to Gould steps 
rra.ns c h h • were taken 

. crease rates 011 t e Sout Park, which th h 
to ,n h G d •• . rew t c 

. ess over to t e ran e . This statement b 
busin . d b Ch 1, F . was su _ 

n
rlv dcn1c y ar es ranc1s Adams th U . 

,cq ue , . h d . . • e n1on 
•c.c president, but t e en1al carries littl • h pac1n . l . e we1g t 

,.
1 

• newspaper art1c e 1n the Denver Repubt· · 
1
, ote , 1can un-

d d
• tc 0 £ January 30, 1884, wherein are me t' d er • . . n 1one 

rurnors of large royalties 10 connection with D. & R. 

G.-V. p, contracts. . . 
In an effort to analyze this situation, one is faced • h 

the question: Why did the Union Pacific propos:•:0 

re,luce local traffic on_ tl1e South ~ark road in favor of 
long haul traffic, 1f this latter business was being turned 
over to the Rio Grande? Such a practice would I 

road' . s operation F 
c1fic R -1 · rom test· a1 way Co . •mony giv . 
Pass Was so bl k mm,ssion Trials eln du ring the Pa-
that for threeoc ed by snow durinwe th car~ that Boreas 
of tl . . months th 1· g e winter of 1881 

11s t ie u h e ine was i 
traffic . - p t e South Park mpassable. Because 

in and O was forced 
The Rio G ut of Leadville by to move their 

rand ' wa of . 

.'889.46, and in l'.1a t e charges amounted t 
be interesting t k y they were $1 J 177 l 7 l lo 
ou f O now how h ' · • t wou d 
T{ ~r similar services fo ~uc the South Park paid 

e oreas Pass line r t is reason, in other years 
dollars, both · . coSt the South Park tho d f. 

. in interest on h . . usan s o 
operating expenses Th 1 t e1r indebtedness and in 
trackage agreeme~t we v~ uable Buena Vista-Leadville 
Leadville business as t e South Park's key to their 

-never ag · ld 
successful rival to th R' a1n cou they operate as a 
Governor Evans '' e ,_o Grande. ln the words of 

' · · • with the 1 f h' went all chances th D oss o t lS contract 
of ever en1· oying 'te enver Slouth Park & Pacific had 

L 
i s pr1nc1pa so f 

eadville traffic'' . urce o revenue, the 

D . 
I 'di ·1 on y 

resul t in a n1ore or ess 1 e ra1 road and it is difficult t 
reconcile such a situation here. The fact that they dis~ 
cotiraged local traffic in favor of the long haul business 
tends to refute argun1ents that the Union Pacific man
age1,1ent entered into a pooling agreement to let the 
Palmer road have the greater share of the business. How
ever, n11merous statements to the contrary and the two 
let te rs of Gover11or John Evans, which have been quoted, 
arc public records and cannot be overlooked. In view of 
s11cl1 conflicting evidence, tl1c author is faced with the 
deba table question as to whether this apparently un
favorable or u11balanccd condition was the result of 
l1oncst co111petition, or secret agreements made behind 
closed doors. Little progress l1as been made in the search 
for an acceptable explanation or definite ans,ver. -rruly, 
1l1c policies and ,vorkings of tl1e Ur11on Pacific, not for
get ti ng the Rio Grande, during t his period, are hard to 

u11ders tand. 

urmg one particular peri d f . 
completed into Leadville th ; : aGter the h,gh line was 
Pacific drew ' e 10 rande and the Union 

up a new pooli certain con 'd . ng agreement wherein, for 
s1 erat1ons, the Rio Grande . 

trolled the Leadville b . practically con-
fi ur us1ness. Although very few actual 

g eslhave come to light, it seems that the Soutl1 Park 
w.;~ ,al owed to have approximately one-third of lead
Vt es outbound traffic in lieu of certain t raffic advan
ta~es ':h,ch the Union Pacific was to have at other 
points in Colorado along Rio Grande lines. William S. 
Jackson (Colorado l'.1agazine, January, 1946 ) states: 

. "Colonel D. C. Dodge, of the Rio Grande, had reported to 
his company 1n the year 1883 . , . that the division was roughly 
60 per cent to the Denver & Rio Grande and 40 per cent to the 
Denver South Park & Pacifi,w. in spite of the fact that the haul to 
Denver was 100 miles longer via the Denver & Rio Grande." 

Under the percentages which prevailed in 1886, th.e 
Rio Grande was entitled to about $1,700,000 of the 
gross earnings of the Leadville business and the South 
Park to about SS00,000.1 However, the South Park 
had not carried its full allowance and the remainder was 
made up to it by the Rio Grande. From what can be 

O tl1cr policies ,vhich tended to l ri11g ruin upon the 
litt le road concern the Gunnison i:.l Leadville exten
sions. The Union Pacific suspendc,· ,0,1,t ruction of the 

proposed extension to the Gunnts· 11 .-"J Elk 11ountain 
co.11 fi elds and beyond, althoug\1 • 11 ,h of the expense 
including st1rveying, grading and ti t rchase had been 

111curred.1 The act that proved 111 ~,, d,sa~t rous was the • 

loss of tl1c Bue11a Vista-Lead ville t ~ckage agreement 
whicl1 was responsible for the co11stru.:tion of the high 
li,~c over Boreas Pass. Not only did t his sec tion of the 
rJilroad cost a terrific amount of n1oney. bt1t the com
pany incurred a tren1endous ci,.pcns~ in operating it. 
C . . 

oping with the winter snows and two mountain 

ranges, with their accompanying steep gr Jdes and snow 

blockades in the high passes, \\' reaked havoc with 
th

e 

1· McMechen 
' 

' 'Life of Governor Evans". 

learned through the great amount of testimony brought 
out during the Pacific Railway Commission Trials, the 
Rio Grande was, from all appearances at this time, work
ing hand-in-hand ,,,ith the Union Pacific in the pro
motion of a goodly number of these schemes. By run
ning all of Lead,,i\le's t raffic throug~ one com~on 
wringer and charging all that the traffic could possibly 

be 
1 the Rio Grande and the Union Pacific were 

ar, fb . the maximum an,ount of revenue out o t e 
squeezing · . . . Th' satisfied the Union Pacific interests, 
commun1tv. is h 
for their ~hare went indirec tly to the benefit of t e 

h nt 
at the expense of the South Park. 

Oma a manageme 

1. Pacific Railway Commission Trials. 
277 
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. d advantage from !1avini: 
Leadville not only receive no • ly ini·url'd U)' 

·1 d . D 'r but v.•as serious 
two ra, roa s 111to en~•.• advi lle dec!Jrcd tl1J t 
the combination. The ci tizens of Lei I f . bv wagon 

. . f . heapcr to ,au t ,cm ' 
011 c,• r ta 111 arc1c cs, Jt was c t ofce11 
team thJ11 to sl1ip by rail. RJilroad managemcn fis h . 
mJke strange bedfellows; one n1inutc they are g t:g 

h d 
'f d the next they are ,vorking toget er 

coot an nai an f I h r At 
harmoniously for the mutual benefit o eac 1 ot e ·d 
. . . d" . f f h rage layman to un er-r1111cs ,r rs very 1flicu t or t cave · 

st.111d cl,cir policies. 
The South Park was also a victim of 0ther schc,nes at 
. . h b • d · ed of freight rcvev.1r1ous rimes w ere y 1t ,vas cpr,v 

n11e, e.g., in order co choke off a certain fuel co~p~ny, 
che U11io11 Pacific hauled coke fron1 the Missouri River 
to Denver for $1.00 per to11, and fro111 Denver to Lead
ville for nothing. Another example of this sort of rr~at
ment revolved around the On1aha & Grant Smelting 
Works in Denver. Two pron1inent Union Pacific di
rectors, Sidney Dillon and Frederick Ames, were large 
stockholders in the Omaha & Grant con1pany. These 
g,·11cfcn1en ,lecided that tl1cir Denver smelter needed 
so111c 1norc business, and saw no reason wh}' their Union 
f'ac ific co11ncctions could not be used to further their 
nefario,1s scf1eme. Accordingly, the Unio11 Pacific issued 
a new tariff covering the shipment of ore and bullio11 
f ro,n Leadville to Denver over the South Park. The new 
rate was $5.00 per ton on ore and $12.00 per ton on 
bulfio11. The ore rate was extremely low while the bul
lion rate was very high, the effect being to force the 
s1nclting business into the Denver branch of the Omaha 
& Grant company. The big 1nining and smelter opera
tors of Leadville long suffered u11der this arrogant freight 
rate policy imposed on them by the Union Pacific and 
Ilio Grande interests. They complained of these un
b.1lanccd rates, declaring that either the rate on ore was 
too low or the rate on bullion was too high. The $12.00 
rate on bullion began to force the smelters out of busi-
11ess. As a result, less than half of the 23 furnace stacks 
in Leadville were in operation by I 887 and 1888. Thus, 
the Leadville smelter industry was crushed along witl1 
tl1c South Park's freight revenue in favor of tl1e Omaha 
& Grant Smel.ting works in Denver. The president of 
th~ Union Pacific, Charles Francis Adams, admitted that 

•••~ ind\tst ry. This is clearly illustrated · I 
h I •n t tc f II 

tJtlr showing t c annua production in d II O Olllin 
. . f II . I o ar~ f g ,...,iod 1n question, o a m,nera s mined · L ' Or ti 

,·- ·1 I d in ake C ie 
5ucl1 as "old, s1 vcr, ca , etc. 11,e figur ount 

o cs arc f )' 
Unired States Government report 011 111 • . ron, th llltng · C 
raJo. 111 Col0_ 

1879 
1880 
1881 
1882 
1883 
1884 

$1 1,285,200 
14,910,900 
12,108,300 
15,256,400 
15,242,350 
12,042,300 

1885 
1886 
1887 
1888 
1889 
1890 

$ 9,640,900 

l0,7s1i,soo 

I 0,304,200 

8,737,400 

9,282,300 

8,121 500 
The Unio11 Pacific !,ad assumed control f ' 

J D 
. o the s 

Park anuary I, 1881. ur1ng 1881-82 ch L k Out!, 
. , e acs 

,nit, and Gu11n1son Cou11ty mi11es were t h . ' un,_ 
. . d h a c c,r z . 
,n production an t c South Park's profits h Id -C~ttl1 
well despite Union Pacific co11trol. Followin e h~p fa,rly 

h 
. . . . . h g t ts 1,cr· 1 

t e m1n1ng act1v1ty 1n t ese counties be •o,, 
. d h" f gan a grad I 

decline, a,1 t 1s actor, together with the U . ua 
·ti , · d 1110n Pa c, cs mismanagement, turne tl1c little d' -

into deficits. From 1884 to 1889 the operoa. 
5 

profit, 
' ration of h 

road was very disastrous. I11 18 84 the ex t e 
d f 

' pense of th 
roa \\' as $ I .2 5 or every dollar taken in a d h· . e 

d h · h · ' n t 1s ra11 
roa , w 1c ,n 1880, returned $996 62 J in . -

.
1 

' net earnings 
or $6,644 per nu c on approximately 150 ·1 : 

I 
f ·1 m, es, netteo 

a oss o $4,649 per m, e on 321 miles. Th f II . 
table shows the financial results from 18 : 0 °thow,ng 
1889. rough 

Year Operating Profit or 
Revenue Deficit 

1880 • $1,768,756.00 $996,62 I .49 
1881 • 1,464,228.04 309,757.28 
1882 -· 1,558,723.48 377,449.60 
1883 1,557,021.00 48,748.29 
1884 - 1,194,069.17 549 ,193.22 '' 
1885 - - . 1,145,494.40 3 ~0,869.32 ~ 
1886 • • 1,246,539.77 3 68,08 I .16• 
1887 1,282,681.78 2f.9,43 0.3 3 • 
1888 1,065,386.86 } l 5,897.48 
1889 1,008,234.80 ., ,497.53" 
'' Denotes deficit. 

this was a great evil, but confessed his utter inability to 
remedy the si tuation. 

By thcs: and other in~ans, one of the most spectacular 
suc~esses in western ra,lroJd history, which had been 

paying all fixed ch~rgcs, operating expenses, and eight 

per c;nt ~n '.he capital stock, was brought from wealth 

1:'he statement of operations for the year 887,1 is a 

rypic_al cxa~plc of how the earnings and expenses were 
running during this particular period. It is as follows: 

r; rur~ wrrh,n a period of ten years the same railroad 
o wl11ch Jay Gould wrote to Governor Evans D 
cember 21, J 879, ''all that you have ever said :t~:ut :~ 
ha~ 1norc rl1an proved true alre•d ,, 1 

Th • y . 
f h cSsecohnd factor to be considered i11 the downfall 

o t e out Park was the decline of the Lc•d 'II . 
• vi c mrn-

1. ifcMechen, ··L,{,: of G11vernor Evans". 
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Passenger 

Freight 

Mail 

Express 

Mi5ccllancous 

Total ($3,942.83 

Earnings 

per n1ilc) 

1 · P,JrJr's Manual of Railroads, 1888. 

$ 242,380.76 

962,319.09 

20,351.45 

40,3)1.45 

17,319.03 

$1,282,681.78 

Expense~ 
• 

,·ransportat1on 
l\ioti vc Power 

$ 281,212.05 mention lhac perha . 
of doin b . ps Union Pacifi 1 .. 

Maintenance of Cars 
Maintenance of Right of Way 
General Expenses 

517,619.86 
117,188.16 
264,114.!9 

iibl f g U$1nes, in Colo d .c po ,cie, and mt"thod, 
c or an f ra o might be 

and Am ' y o the aforesaid t bl p,rtly rcspon-

30,035 ,70 
es 5 Omaha & G rou es, or that Dillon 

~ny bearing on the b. rant smelter deal cwld h 
1n the R .

1 
au J<Ct 'J'h· . a,c 

a, way Review f J. is interview, published 
,-oral ($3,664.73 per mile) ·· ····$1,l92,2 J0.36 

I C
rest on bonds, taxes, and other miscellane . n t . ous items 

untcd to $379,901.75, leaving a deficit of $Z 8 arno l d d fi. . f 9 ,-O 3 3 The accumu ate e cit or the yea d" 
4
0

3 · rnber 31, 1889, was $2,091,969 041 Trh~n •ng 
ece · · ~was 

certainly a very unhealthy condition for a railroad only 

325 rniles long. . . 

Shortly after the Union Pacific acquired the road h 
d

. f ,te 
South Park's bon issue ros~ rom the original $!,S00,-
000 to $4,725,000, of which the Union Pacific held 
$Z,l97,0 00. The ~al~nce, $ ! ,928,000, was in the hands 
f the public. It 1s 1nterest1ng to note here that of th 

~mount held by the public, $128,000 of these bond: 
had been issued to the. Westinghouse Company in pay
ment for air brake equipment that had been installed on 
South Par!, rolling stock. Even though the road was 
going into debt every year the U~ion Pacific continued 
to pay interest on these outstanding bonds until 1887. 
T he interest payments amounted to approximately $130,-
000 annual ly. Finally, on May 1, 1888, according to 
l'oor's Manual of Railroads, they defaulted. Ames, of 
t l,e Union Pacific board of directors, was asked wh)• 
,uch a policy had been followed. He replied: 

··p O uly 18 1885 · lt'ltdcnt Chari ' , I ! a.t follow1: 
Denver R . b . '' P. Adams , f th u • . 
Colorad ep~ l1can that his road 'w e n1on Pacific tells th, 
lowed o rba1lroads owned by the Uould be bttter ,,ff ,I all the 

up Y an earth '- n1on Pat,hc would be 1 
,tated that th h qua._, or oth,1w1,c 1011 Pd •w• 
· e w ole Colo,ad · ,.,, ent Adam, 
tng expenses. The low ma k o •Y•tem was not paying <>p<:rat. 
compel us to haul ore, at : let price of lead and oth~r m,1at, 
mine operators to Operat th . o,1n_g figure in ,,1dt1 to allow Im
reason for this dtpressio: . ei~1ncs. He believed th<: prin.:il"'I 
growth. During the 1879};

2 
~••do wu ~ue to its too rapid 

but there was no fo d . m, everything ,,,., p,os.,..,,,us 
th "f un at1on for ' t t . r-at I the people f Col I o rest upon. He sta~ 
for gold and silve; and ~r•!~ would _forget tru:i, iniaoe search 
ural resources, such as cpe . more t•~• developing oth<:r nat. 
state would be better off~~!, iron, paving stone, etc., that the 

Author's note· later · J I 
the Colorado Ch on, •n u Y, Mr'. Adams addressed 

amber of Commerce ,n Denver and at-
tempted to I · d · apo og,ze an salve over some of his previoui 
~marks. However, we are reminded of a line from 

ma.r Khayyam, which goes something like this: ''The 
moving ~nger writes, and having writ moves on. Nor 
•!1 thy piety nor wit shall lure it back to cancel half a 
line, nor all thy tears wash out a word of it''. 

"The amount of business that the Union Pacific was able 
1,, c,,ntr,,1 in Colorado by the South Park line gave them the 
bc11efit of the long haul east out of Denver, which more than 
1)/Iset tl1e $126,000 interest they paid out. Also that it was not 
that people and business along the South Park would cease to 
,11ip via tl1e South Park if this bond interest stopped, but that 
ii the Union Pacific gave up control of the road, the whole of 
the Leadville business would be grabhed by the Denver & Rio 
Grande which would result in th.-m losing much profitable 
long haul eastern traffic." 

T r~e, the decline of the Leadville mining industry did 
have its effects on the South Park's operating revenue, 
but knowing the policy and methods under which the 
Union Pacific operated the road, it is hard to reconcile 
all of Adams' remarks. During the Pacific Railway 
Commission Trials in 1887, Adams lamented, •• ... if 
the Union Pacific could only construct some 16 miles 
of railroad between Graymont and Keystone, the old 
South Park line would be worthless. But it would be a 
very difficult and expensive piece of railroad construc
tion. It would require a tunnel under Loveland Pass 
that v.,ould cost fully a million dollars, but it would 

It is plain to sec that the purst• ' ,s:e of such a program 
as the Union Pacific had folio~ ' •·er a period of years 

would eventually bring the Sc,, ~ I'lrk to the end of 

its rope. Even as early as 18 8 ' . • management began 

to observe the handwriting 01 wall. In this con-

nection we quote from an ior.. ·• ~w between Charles 

Francis .Adams and a Denver I paper man, wherein 

Adams attempts to blame ccon1, 1r conditions, and the 

actions of Colorado citizens t . , rn~elves, as the causes 

of the railroad's plight. For sor.1~ reason he forgot to 

I. Compiled from financial statement, contained in Poor's ?,{an• 
ual of Railroads. 

give us a 120-mile line between Denver and Leadville 
that could be made standard gauge and would solve our 
problem''. However, it was too late for lamentations 
now. The damage which they had wrought upon the 
South Park could not be repaired. In May, 1887, the 
Farmers Loan & Trust Company of New York Gry 
went before Judge Moses Hallett, U. S. J?istrict J~dge, 
. Denver and requested to have a rece1ver appointed 

~:r the South Park property .1 One might ~gin t~ think 
that the good Judge played a large part ,n shapmg the 

destinies of the Colorado railroads. 

1. Railway .Age, ?,lay 27, 1887. 

2i9 
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CHAPTER XXI 

ABANDONMENT. 

There is no pleasure in v.rriting or reading an obicuar}' 
colun1n in a daily newspaper; the same applies to the 
I.1st ch,prer of Soucl1 P,rk history-its ab,ndonment. 
Concerning the policies of the Colorado & Southern 
con1pany rell.ti,,e to the operation1 management, and 
gradual abandonment of the narrow gauge division, 
there are two schools of thought; one faction criticizes 
the management, ,vhile the ocher upholds them. Dis
tance, lack of tin1e, and difficulty of access to all the 
records (i f £hey exist ) pre,·ents the writer fro111 en
tering into a long discourse as to wh)' the South Park 
road went the way it did. Research has produced some 
material supporting both sides; we shall report the find
ings and lee the reader form his or her own opinion. 

The elimination of the South Park railroad from the 
Colorado scene is difficult to reconcile bj• many indi
•·icluals. They feel that the management, contrary to 
assertions made, was not truly and vitally interested in 
the future welfare of the narrow gauge division of the 
Colorado & Southern system. There are those \\'ho con
tend that the Burlington, after extending their line 
into Denver in 1882,1 was nursing some ambitious plans 
to expand its transportation system throughout Colo
rado and adjacent areas. An opportunity presented it
self in the dissolution of the Union Pacific Denver & 
Gulf combination during the '90's. ft is contended that 
Burlington interests, operating behind the scenes, helped 
promote the organization of c.he Colorado & Southern 
company for the purpose of eventually gaining control 
of a north and south srand~rd gauge transportation 
system extending from Wyoming to Texas. This track
age included the old Denver Texas & Gulf, Denver 
Texas & Fe. Worth, and the Fe. Worth & Denver City. 
At the same time they conveniently acquired the nar
row gauge Denver Leadville & Gunnison, mainly for 
the extremely valuable one-fifth (some records say 
onc-fourtl1)~ interest which the road controlled in 
the Denver Union Depot terminal. What became of 
the Colorado Central Railroad's interest in this terminal 

property is not known by chc writer.• The South Park 

l . Thi, was the Burlinµt<>n & Cnl,,rad,, Rail r,,ad •l1ich rrarh,J 
Denver !',fay 29, IRR2 

1 Tl,e Gunnr1,,n Nrws Champ,,,n AuRu<t 6. J<J 12. 
\ . 1-1,c IRH, Rc.:pc,rt ,,f tl1e 01lf•rad1, RJ1lr,,,1d G.,n1m1,,i,,n 

SIJtes the G,lurado C..rntral R R. Co. 11wncJ I )0 ,t,arc, ,,( 
Omver l 'nic,n Ocp,>t ,1, .. k •Jluc,I at $ I ) ,000 
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road had apparently served its purpose, and although t he 
new owners could not discard it like so n1uch cl1aff, they 
had no further use for the narrow ga uge line and seen,
ingly looked upon it as an unwanted chil d. If the road 
n,ode any n1oney for them, either as an artery of com
merce or as a feeder line, well and good; if it developed 
into a liability-time would take care of th at. Ac
cordingly, they refused to nourish it and left the road 
to shift for itself with the probable idea that sooner 
or later it would die on the vine. 

A representative of the South Park R ai lroad Com 
pany, one of a number of organized groups interested 
in taking o,•er the Denver-Como-Lead ville li ne duri11g 
che 1937 abandonment proceedings, stated: ''Plain st u
pidity of the railroad has not only f ailed to develop new 
business, but for some years past has done everything 
co discourage and drive away existing b usiness''. 1 Other 
individuals added to this indictment by claiming thoc 
the management was not desirous of purchasing an)' 
new locomotives or rolling stock, or properly maintain
ing the right of way, and purposely destroyed business 
in order that the records, which would eventua lly be 

• 

submitted to the Tnterscate Commerce Com111ission, 

would look bad. 
Other individuals cite the 1910 cave in of Alpine 

Tunnel as an example of the company's destructive pol
icy. These persons criticize the managemenl for let
ting it appear chat the tunnel was damaged beyond re
pair, forcing them to abandon the line; wl1cn in realit)' 
the cave in was of small consequence and cot1ld l1a,·e 
been readily repaired, thus keeping the Gunnison cli, i
sion open, Photographs taken thirty years later bear 
out chis contention that the cave in, or rock fall, ,v.1~ 

of a minor nature. 
On the other hand, those who uphold t l1e managcn1e11t 

in their actions and policies also h ave some stro11g 
points. First, and of no little in,portanc.e, was the grad
ual decline of Colorado's mi ning ind ustry over a period 
of years. This fact can not be denied. T he South Park 

was definitely a minera l road. T rue, the road t ransported 
various ocher commod,tic~, but its very life b lood, fron1 

the beginning, was ore traffic. For years, the mine 
owners and operators skimmed off the c re•m of t he gold 
and silver ores. Eventually they reached the more com

I lurlroJ<I Ma~az,oe, Aul!u<t, 19,7 

1 JC and less accessible ores, which m d .. 
p e fi bl C . a e m1n1ng less 

d less pro t a e. ap1tal, acquired as fi 
an . h d b pro ts from 

evious operations, a een squandered . h h 
pr f f wit t e re-

It th at ·there were ew unds left for th su . e necessary 
. provem ents to con tinue operations. 1 M . 
,rn d . h any mmes 

losed down ue e, t er to the exhaustion of c . h . oreorde-
line in prices. T e myriad of abandoned · c mines and 

mil ls ghost camps and deserted communities be ' , ar out 
this f act . 

However, lest the reader gain a wrong impres - . s1on, 1t 
sliotr ld be poi n ted out that t he state of Colorado as a 
whole is st ill very much a mining state, its output ex
ceedi ng $30,000,000 annually.2 Cripple Creek Al . d , ma, 
clie San Juan r egion , an Boulder, Gilpin and Cl 

' fl h ear 
Creek Counties st1 ave some good gold and silver 

ness, depriving it of 
ceeding year D . more and more traffic each sue~ 
the I. C C. I ur,ng the course of the he•rings before 
. · • re at1vc to ab d . important f an onment of the road , th1~ 

act was bro h -time the ug t up time after time. Each 
protestants pro · d f . . 

preferenc h mise to avor the railroad 1n 
e to t e trucker b f . ises Th S, ut soon orgot their prom-

h 
. ey were sternly w,rned by the I. C. C. more 

t an once that th . . b • 
h 

' . e tnevita le result of failure to sup-
port t e ra,lroad w Id h • 
£ 

ou asten its abandonment. But 
or some reason th bl" h 

b 
. e pu IC c ose to patronize trucks and 

usses, using pub!' h' h . 
. 1c 1g ways instead of supporting a 

railroad which b ·1 d . . . u1 t an maintained its own right of 
way. Thw, they not only had to dig down in their 
";'ckets for tax money to build and mointain a first
c ass highway, but also killed a lucrati,·e source of re, -
enue for an abandoned railroad pays no taxes to any 
community. The cost of maintaining hundreds of miles 
of mountain highways, which have to be kept free of 
snow in the winter season, has proved to be an enormous 
burden to Colorado taxpayers.1 

In summarizing the case, both sides have their strong 
points. Possibly many readers, because of a great af
fection for the old line from an historical point of view, 
close their eyes to the cold facts, but it must be remem
bered that a railroad becomes a commercial factor only 
to the extent that it vitalizes trade. lt cannot exist 
upon so unsubstantial a sentiment as personal pride. lt 
must be useful to be important. It must have traffic 
to exist. In forming an opinion as to whether manage
ment destroyed this traffic or attempted to hold it, the 
writer desires co let the reader make his own decision. 

rni nes; the C limax Molybdenum Mine produces about 
two-thirds of the world's molybdenum; while lead, 
zi nc, copper, tungsten and various other minerals are 

being obtained in respectable quantities. Many of Colo
rado's early minin g camps were either founded on poor 
judgment or on indicat ions of extensive mineral re
sources that f ailed to materialize. In some cases they 
were abandoned, not because the ore gave out entirely, 
but because there w as no process available for profitably 
t rea t in g the compleJ< ores. I t is possible that, with the 
present adva nced metallurgicol technique, many of these 
abandoned ,nines could be made to pay and that some of 
them will one day be revived. Colorado is also discov
ering chat its greates t source of wealth is not altogether 
fo t1ncl in the mining of gold and silver, but in a rap
idly developing agricultural industry. 

Another econon1ic f actor to be considered was the 
introduction of cheap electrical power transmitted into 
the Lead ville area arou nd 1907. The gradual rise in the 
use of electricity in and around the mines eliminated 
the need for cool b rought in by the railroad. This re
sulted in the loss of considerable inbound traffic whicl1 
che railroad h ad en joyed heretofore. And still another 
point ,vhic l1 should prob,bly t,e mentioned, is that the 
South P ark road , being o n 11 ro· ,_auge system, was un
able (wi thou t undue cost ) 10 ,·~r become a part of any 
st and ard go uge transcontine ral system. Had the road 
been of st andard gauge ~or t Jction there is . the ver_y 
remote possibility that at , o time a section of it 
n1ight l1ave been included 111 uch a scheme. Although 
rc111o ce, the idea is not witl1<'11t foundation; ,,round tl,e 

tu rn of the century sucl1 a ,.heme was being consid
ered in connec t ion with the C lorado ',,!idland and the 

However, on the strength of a declining Colorado 
mining industry, a growing truck and bus s;•stem, aug
mented by the private automobile, a disinterested clien
tele along its lines, and a management who apparent!)' 
exerted little or no effort to prevent the road's downfall. 
all climaxed by a period of depressed business activity 
in the early 'JO's. the Colorado & Southern company 
secured that which it desired-abandonment of the nar
row gauge lines. Statistical data is included "·hich shows 
the reduction in business handled by Colorado & South
ern narrO'\\' gauge lines in \:iter )'ears. Aha_ndonme~t 
of the ,,arous sections of the si•stem "·ill be discussed 1n 

detail. 
\ IQLU\iE OF BUS!NE'iS 

Pas• Tons of Ope-rlting ( )r\, r.it,ng Oefic,t 
Ytir ( lnclud 

Freight Revenue f \pcO\tS 
sengers • 

C:1rri.c<l H;aulrd 
,og 

T ""'°'' 
S.1 nta Fe. . . 

Follow ing on the heel~ of the decline _in ~he mining 
. d h . d h hway with its attcnd-,n ustry cam e t e 1mpro,·e ,g 1 • • b 'le ,nd the b,,s • 11, 
111 g g row th of t he pr,,•ate at1ton10 • • . 
truc k business. T he growth of the bus and tr~ck •~-

d II
. ff the railroad s bus1-

ustry h ad a very cc 1ng e ect on • 

1. Color.1Jo Geologica I Surve)' Bullc11n, 1912 · 
2. C,,mprcssed Air !',fagazrne, July, 1941. 

Endin~ 
6-,o-s\ 
1910-2" 
a,·erJge 
1920 
192\ 'I I. ,66 

191 ,80' !1 .l •l\.494 

..... 
109.16\ 

'1'10,000 
411 .81'1 

-

S tgo,00() 
ROO." I ; 

"Colorodo". American Guide Serie~. _194 1. 
I . The Colorado State Planning Comm1ss1,,n. 

J!7 

~ lQ.tlO() 
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95.21 I ···-

Jl)]<il 100.97 1 

1926 IOS.738 

1927 2 I, I 14 102.4\0 

1928 9.1. 786 

1919 91.8\4 

l l) "\O 87.525 • 

69."56 

... 

266,859 
\21.051 

• 

• • • 

•• 

22\,202 19 \ I 
1912 87.288 261.956 
19;; 60.595 185.141 .. 

• ... 

461.650 
•138. 114 

.. 

( I 920•27 
.A "ero.ge : 

Sl l9, l .,0) 

216,351 
19},045 
224. \09 
176.031 
91,62 I 

1,s, 140 
160.605 

1•13 1 5,658 -o.9 15 lll .97 1 295, 1"1 

Tl,1<11 J;1.tu ,,.lS Clnnp1ltd fr(,m the 188'3 repl)rt of the Cl>loradi, 
R,,1lr11.t1..I C(,111n11 ss11..1 ner, var11)u.s Cl)ll,raJ,, & Sl1uther11 repi itts. 

,tn1..I 21.,. -1 C.C .. \...,(). 

* * ·• •• * 
CHRONOLOGICAL RISE AND FALL 

OF COLORADO & SOUTHERN NARRO\X' 
GAUGE MILEAGE. 

Denver South Park & Pacific trackage. 

Y c::ar Section 
Acquired Ren10\·cdBal:ancc 

1874 Denver (6th & Larimer) to 
Bear Creek Junction .......... .. ... 6.67 

I 874 Bear Creek Jct. to Morrison .. 9.7 I 
I 878 Soda L,ke Spur........... ............. .25 
I 878 Garfield Quarr)' Branch ... ....... 2.75 
1878 Bear Creek Jct. to Grant .... .. 58.60 
1879 Grant to 1·rout Creek Pass ... . 5 3.69 

1879 Coal Branch Jct. to King 

1879 

1880 

1880 
1880 

I 8 8 I 
I 8 8 I 
1882 
1882 
1882 
1883 
1883 
18 83 
1883 
1884 
1884 

Mines .............. ....................... 3.32 
Extension from original D.S. 
P.& P. Depot north to new 
Denver Terminal ............. ...... .88 
Trout Creek Pass, via Arkan-
sas Station to D. & R. G. 
Switch No. 1 ....... .. .......... .... 14.46 
Nathrop to St. Elmo .............. 16.89 

Arkansas Station to Buena 
\ ' ista, D.& R.G. Switch No. 2 2.11 
St. Elmo to Alpine Tunnel ... 7.99 
Garos to Fairplay. .. . . ...... 9.98 
Fairplay to Alma ............. 5 .43 
Alpine Tunnel to Gunnison 40.46 
Como to Dillon ... ... ...... 30.90 

. ' ... 14.71 
.. . .. 2. 8 0 

.. . 4.20 
16.20 

.. . I 9 .4 3 

Gunniion to Castleton 
Castleton to Baldwin 
Dillon to Keystone 
J)ickey to Kokomo 
Kokon10 to Leadville 
Connection from old line 10 

new Buena Vista station .. I. 5 6 

1884 Connection from old line to 
D.&: R .G. Switch No. 2, pur 

int-0 side crack 
1884 Macune co D.& R.G. 

• 
m:ain 

l,nc taken up . .. 

JRR 

6.67 
16.38 
16.6 3 
19.38 
77.98 

131.67 

134.99 

135.87 

15 o. 3 3 
167 .22 

169.33 
177 .32 
187.30 
192.73 
233.19 
264.09 
278.80 
28 1.60 
285.80 
302.00 
32 1.43 

322.99 

1.48 32 1.51 

1.00 320. 5 I 

Acquired Rc1novcd Bal:incc 
y c:ar Section . 
I 8 84 Trout Creek connection on 

n1ain line to Macune taken up 
1884 tl1acune to Nathrop, via 

Sch"•anders ....................... .... . 

I 884 Trout Creek connection on 
main line to Schwandcrs .. ..... . 

18 84 Pnrtion of King Coal Mines 
branch taken u P···············•···· 

I 88 5 New n1ain line connection at 
Nathrop •······························· 

188 5 Main line connection with D. 
& R.G. at Nathrop taken u p 

188 8 Extension of Keystone branch 
18 8 8 Extension of Morrison b ranch 

5 .42 

1.09 

.4 8 

. 1 1 
.26 

1.48 319.03 

3 24.4 5 

325.54 

. 3 5 325.19 

3 2 5 .67 

.8 3 3 24. 84 
324.95 
3 2 5 .2 1 

Becan,e Den,•er Leadville & G unnison R y. At1gust 

29, 1889. 

1892 Extension of Buena Vist a st a-
tion track...... ..... .......... ........ ... .2 3 3 2 5 .44 
Kokomo to \Xfilfley's Mill ... ... 1.1 4 326.58 

1895 
1896 
1898 

Castleton to Kubler .............. 1.5 6 328 .14 
Hill Top Junction to Leavick .1 1.33 339.47 
(The Denver South Park & H ill Top R y.) 

1870 to 
1898 Colorado Central R .R . (Clear Creek line.) 

Denver to Graymon t .. 58. 10 
Mile Post 5 5 .09 (beyond 
Silver Plume) to Graymont 
abandoned in 1898 .... 3.01 

5 5.09 

Golden to Church's Brick 
yard .......................... 1.70 

Forks Creek to Central 
City .... ......... ......... 11.66 

68.4 5 68.4 l 407.92 

Co11trol acquired by the Colorado & Southern, 

December 28, 1898. 
1899 Coal Branch Jct. to King 

Mines abandoned .................... 2.7 1 405.21 
1900 Leadville Mineral Belt bui lt .. 2.34 407.5 5 

1900 Leadvil le Mineral Belt cxten-
sion .......... . ............. . .... ... .. . 10 

1900 Extension of Main Linc at 
Leadville .. .... ... . ... .. .. .... .65 

1902 South Platte to .Nigh t hawk 4. 11 

1903 Abandonment of portion of 
the Clea r Creek line nea r Sil-
vcr Plume .................. . • 

1904 South Platte-Nigh t haw k ex-
• tension .. ..... .. .. .. . .. .. , 17 

1905 Cas tleton to Bald wi n red uc-

t ion. ( Approximate date) ... 

407.6 1 

408.30 
4 I 2.41 

.45 4 11 .96 

4 12. 13 

. I R 411 .95 

Y. ear 

1905 

Section 

Kokomo to Wilfley's Mill 
A cqui r,ed Removed Bal.ance 

re- Y car Section 
19 38 Leavick t H.ll Acqu,redilcmoved3al,nec 

1908 

1908 

1908 

duction •···--················· ·····--·-·· 
'frout Creek line above 
Schwanders washed out ......... . 
'frout Creek connec t ion to 
M acune ... ... .......... .................. I . ! 5 
Buena Vist a stat ion track re
duced. (Approxim ate date) .. 

.04 411.91 

.8 ! 4 11.06 

412.6 I 

.17 412.44 

o I Top Jct. re-
moved 1938 Al .......... .......................... l l.l3 202.12 

ma to Garos removed 15.41 187.11 
I 9 J 8 Garos to Como rernoved••·••·--

l 9 3 8 Como to South Platte--··;~: 
moved 

19 3 9 Idaho s~;i~~~--;·~··sii·;~;·Pi·~·;;;~ 
removed •••• ••••• 

16.}0 170.S I 

58.59 112.22 

Control A cquired by the C .B.& Q. Dec. 21, 1908. 
1941 Waterton to Siii~;··;~;;;;~·~d:: 
1941 Forks Creek to the Hidden 

Treasure Mill in Black Hawk 
removed 

16.88 95.34 
3.89 91.41 

1909 
1909 
19 1 I 
1912 
1912 

19 12 

Waterton to Silica ............ ...... 3.76 
Silica bran ch ext ension.......... . I 3 
Morrison Line extension........ .20 
D ickey to Keystone reduction 
Buena Vist a st ation track ex
tension. ( Approximat e date) .. 
Coal Branch J c t .-King Mines; 
rem aining line put into side 

.22 

track ..................................... . 
J 9 I 4 Castlet on to Baldwin ext en-

sion ... ..................................... .49 
t 9 16 South Platte t o Nighthawk 

taken up ................................. . 
t 9 19 Morrison line reduced ........... . 
19 19 Garfield Quarry Branch taken 

up ·· ·· ···· ·· ········· ······················· 
19 I 9 Soda Lake Spu r taken up ....... . 
192 2 Ga ros to Macune taken up ... . 
1923 H ancock t o Q ,1artz tJken up 
192 3 P arlin t o G unnison t,ken up 
1926 Buena Vist a t o Mac11ne taken 

up ······················•··•· -- . ······· 
1926 M acune t o H ancock tJken up 
1928 Black H awk to Ce,,tr~I City 

reduced ......... ..... . . 
193 1 Black H awk to Cen • l City 

t aken up............... . ..... 

19 34 Mor rison line redu~r·oc . . 
193 4 Quartz to P arlin t a < 1 p ..... 

19 37 Gunnison to Baldwin c ld t o 
D .& R.G.W.......... .. 

1937 C as tleton t o Kubler ,old to 

D .& R.G.W ........ .. . · ·· 
19 3 8 Remainder of 11orr,son line 

beyond Sheridan Jct. taken 

up ·················· . .. 
1938 Terminal t rackJge 

ville reduced ..... 

I 9 3 8 Leadv ille M ineral 

• •••• • 

• • • ••• ••• 

Belt re-

moved .... ·•··· ..... ·•········ ... •··· .. 
19 3 8 Kokomo to Wilfley's 11ill re-

moved .............. ....... ······· ·· 

19 3 8 Dickey to K eyst one removed 

19 3 8 Como t o C limax removed ..... 

4 16.20 
4 16.3 3 ··· ··•··· ·· ·••··· ······-····· .. 
416.5 3 

.17 416.36 

1941 Idaho Springs to Golden re-
7.67 83.78 

21.95 61.8l moved ......... . ··· ·· ····•··· ····-········ 

416. ! 8 

1941 Golden to Denver. (Only 
third narrow gauge rail re-
moved. ) ......................... ...... . 

.26 416.32 

416.81 

1941 Church's Brick Yard to Gold
en removed ·· · ················ · ·······-

15.81 46.02 

1.70 44.l2 
I 942 South Platte to Chatfield re-

moved ................................... . 15.61 28 .71 
1942 Chatfield to Denver. (Third 

4.28 412.5 3 standard gauge rail extended 
.41 412.12 to Sheridan Jct., September, 

1938, and to Chatfield in Au-

2.75 409.37 gust I 9 3 9. See text for de-
tails) ..................................... . 14.07 14.64 

.2! 409.12 
28.73 380.39 
13.80 366.59 
11.98 3!4.61 

1943 Climax to Leadville changed 

2.47 352.14 
27.08 32!.06 

.47 324.59 

3.52 321.07 
6.31 314.76 

17.86 296.90 

17.82 279.08 

1.56 277.12 

3.45 274.07 

.65 273.42 

2.44 270.98 

1.10 269.88 

6.S4 263.04 

49.19 213.85 

to standard gauge ................... . 14.64 

Narrow gauge to 
standard gauge ......... .. . 14.83 
Main line-Climax to 
Leadville ............ ........ 14.64 

Apparent!)' additional 
side track.................... . I 9 

THE ABANDO ~1ENT OF 
THE GAROS-BALDWIN Dl\' ISION 

0 

By 1895, Colorado's mining industr}' began to re
cover somewhat from the effects of the recent silver 

· New gold discoveries in the Leadville area at 
panic. . . . . b . 
this time instilled new l,fe into the ore shipping us•-
ness, In 1900, the state's production of gold, silver. 
l d and other mineral products totaled $10,614,424. 

;~i~ was an all time high figure, and h,s nc,·er ~ 
equalled since. Gunnison Count )' and its surrounding 
area; Chaffee County, including the Chalk .cr~k. 

. . Summit County and the Breckenridge distnct; 
region, d G.l · d 
Lake County "•ith its Lead,·ille mines; .•n I pin an • 
Clear Creek Counties covering the entire Clear Creek 
re ion· all directly served b}' the South Park and Clu_r 

g k 'D. . . s were each enjo)·ing their shatt of tha 
~ree d1v1s1ot~.'t\' Park County, 'including the lon-
1ncrcase ac 1 1 • • 
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basic cause was the Interstate Commerce Commission's decision

to approve the Northern Lines merger. Of course, even if this

merger had not been allowed, the Milwaukee still might have

been forced into bankruptcy and required to abandon its western

lines. However, if there had been no Northern Lines merger,
there would today be at least two other carriers on the

Northern Tier: the Northern Pacific and the Great Northern.

The lesson to be learned from this experience, I believe, is

that there are great dangers in granting regulatory agencies

the authority to immunize mergers from the antitrust laws based

on vague notions of the "public interest." Accordingly, I

believe it appropriate to consider whether mergers in regulated
industries should continue to be subject to review by such

agencies under existing statutory requirements.

Mr. Chairman, this completes my prepared testimony. I
would be happy to answer any questions from the members of the

Committee.

Senator Baucus. Our next witnesses appear as a panel. Mr.
Oliver Krueger is Associate Director of the Community and Eco
nomic Development Division of the GAO. Mr. Reese Taylor, Jr., is
Chairman of the Interstate Commerce Commission. Their testimo
ny deals with the monitoring of rail mergers and holding compa
nies, a matter that I think takes us to the heart of the issues that
we are addressing today. Chairman Taylor and Mr. Krueger, I wel
come you both to this hearing. Mr. Krueger, why don't you proceed
first.

STATEMENTS OF A PANEL CONSISTING OF OLIVER W. KRUEGER,
ASSOCIATE DIRECTOR, COMMUNITY AND ECONOMIC DEVEL
OPMENT DIVISION, U.S. GENERAL ACCOUNTING OFFICE, AC
COMPANIED BY BOB CRYSTAL, GENERAL COUNSEL'S OFFICE,
GAO, AND JAMES BLUME, GAO; AND HON. REESE H. TAYLOR,
JR., CHAIRMAN, INTERSTATE COMMERCE COMMISSION, AC
COMPANIED BY LOUIS E. GITOMER, ACTING DEPUTY DIREC
TOR, SECTION OF FINANCE, ICC; JANICE ROSENAK, LEGISLA
TIVE COUNSEL, ICC; AND WILLIAM MOSS, BUREAU OF AC
COUNTS, ICC

Mr. Krueger. Thank you, Mr. Chairman.
I have with me this morning Mr. James Blume of the General
Accounting Office, who is really in charge of most of GAO's work
at ICC. I also have Mr. Bob Crystal at the far right, who is an at
torney from our General Counsel's Office.

UPRRIG-000576

60 

basic cause was the Interstate Commerce Commission's decision 

to approve the Northern Lines merger. Of course, even if this 

merger had not been allowed, the Milwaukee still might have 

been forced into bankruptcy and required to abandon its western 

lines. However, if there had been no Northern Linea merger, 

there would today be _at least two other carriers on the 

Northern Tiers the Northern Pacific and the Great Northern. 

The lesson to be learned from this experience, I believe, is 

that there are great dangers in granting regulatory agencies 

the authority to immunize mergers from the antitrust laws based 

on vague notions of the "public interest." Accordingly, I 

believe it appropriate to consider whether mergers in regulated 

industries should continue to be subject to review by such 

agencies under existing statutory requirements. 

Mr. Chairman, this completes my prepared testimony. I 

would be happy to answer any questions from the members of the 

Committee. 

Senator BAucus. Our next witnesses appear as a panel. Mr. 
Oliver Krueger is Associate Director of the Community and Eco
nomic Development Division of the GAO. Mr. Reese Taylor, ·Jr., is 
Chairman of the Interstate Commerce Commission. Their testimo
ny deals with the monitoring of rail mergers and holding compa
nies, a matter that I think takes us to the heart of the issues that 
we are addressing today. Chairman Taylor and Mr. Krueger, I wel
come you both to this hearing. Mr. Krueger, why don't you proceed 
first. 

STATEMENTS OF A PANEL CONSISTING OF OLIVER W. KRUEGER, 
ASSOCIATE DIRECTOR, COMMUNITY AND ECONOMIC DEVEL
OPMENT DIVISION, U.S. GENERAL ACCOUNTING OFFICE, AC
COMPANIED BY BOB CRYSTAL, GENERAL COUNSEL'S OFFICE, 
GAO, AND JAMES BLUME, GAO; AND HON. REESE H. TAYLOR, 
JR., CHAIRMAN, INTERSTATE COMMERCE COMMISSION, AC
COMPANIED BY LOUISE. GITOMER, ACTING DEPUTY DIREC
TOR, SECTION OF FINANCE, ICC; JANICE ROSENAK, LEGISLA
TIVE COUNSEL, ICC; AND WILLIAM MOSS, BUREAU OF AC
COUNTS, ICC 

Mr. KRUEGER. Thank you, Mr. Chairman. 
I have with me this morning Mr. James Blume of the General 

Accounting Office, who is really in charge of most of GAO's work 
at ICC. I also have Mr. Bob Crystal at the far right, who is an at
torney from our General Counsel's Office. 

Digitized by Go gle Origillal from 

PENN STATE 



61

We have submitted our full statement for the record. I have a
short statement that I would like to read with your permission.
Senator Baucus. That would be fine. In fact, that would be great.
Mr. Krueger. We are here today at your request to discuss the
Interstate Commerce Commission's jurisdiction over and monitor
ing of railroad companies, including the acquisition of the Burling
ton Northern Railroad by a holding company, ICC's ability to
review merger applications despite staff reductions, and ICC's prep
aration and use of postmerger studies.
Under the Interstate Commerce Act, ICC does not have jurisdic
tion over the acquisition of a single rail carrier by a noncarrier,
such as a holding company. ICC's jurisdiction applies only when a
holding company is acquiring control of at least two carriers, or
where a holding company already controls one carrier and seeks to
acquire another. ICC has ruled that a rail system comprised of a
number of rail carriers but operated and managed as a single
system would be considered a single carrier, called the single
system doctrine.
ICC applied the single system doctrine when deciding that it did
not have jurisdiction over Burlington Northern's creation of a hold
ing company in 1981. The holding company was formed to own
both transportation and nontransportation companies and assets.
ICC was requested to exert its jurisdiction over the proposed
holding company on the basis that it did involve the acquisition of
at least two carriers. In its June 5, 1981, decision however, ICC
denied the petitions stating that Burlington Northern's formation
of a holding company met the single system doctrine.
Subsequently, ICC's decision was appealed and in February 1982,
the U.S. court of appeals upheld the single system doctrine. The
court stated that ICC's interpretation was not necessarily the one
the court would adopt but that it was not unreasonable.
ICC also determined that its approval was not required for the
proposed merger of the Colorado and Southern Railway Co. with
the Burlington Northern Railroad. ICC decided this merger was
exempt from its jurisdiction because it was within the corporate
family. This is also consistent with ICC's single system doctrine.
In a 1977 report to the Congress, ICC stated that the opportunity
exists for holding companies to make use of the railroads' assets to
the possible detriment of the railroads. ICC's report indicated that
it would conduct audits of rail carriers' records to identify transac
tions which might have a significant adverse impact upon the rail
road.
ICC's activities in this area, however, appear limited. It monitors
holding company railroad-related transactions through audits of
railroad records and reviews of accounting and security reports.
However, the audits of railroad records are only conducted every 2
to 3 years. In addition, the accounting and securities reports do not
provide sufficient information to identify many of the holding com
panies' railroad-related transactions.
ICC officials told us that they do not monitor all holding compa
nies' rail-related operations because of staff limitations, the redirec
tion of policy toward less regulation, and the fact that no abuses
have been identified under the current monitoring system. ICC offi
cials also stated that, even if an abuse was identified, they believe
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that they do not have the authority to terminate or restrict the
transaction because the single carrier holding companies are
exempt from their jurisdiction.
We believe that ICC needs to monitor all holding companies' rail-
related operations because the opportunity for abuse does exist. It
needs to monitor such transactions to identify possible abuses in
sufficient time to take appropriate action, including asking the
Congress to increase its authority, if necessary.
In the area of staff reductions, ICC's overall staff has decreased
by 512, or about 25 percent, since fiscal year 1979. The ICC office
responsible for assisting in its merger analysis has been reduced
from 92 to 52 since 1979. However, despite the staff reductions, ICC
officials believe that sufficient staff exists to adequately review pro
posed mergers primarily because the staff from several of their of
fices actually assist in analyzing mergers, a number of the office's
duties have been recently reduced or eliminated, and the number
of major merger cases which require a full review is limited.
The director of that office, however, said that, if the ICC becomes
unexpectedly flooded with merger proposals, it would contract out
for specific studies rather than compromise the quality of its work.
Dealing with postmerger studies is my next subject. During
Senate hearings in June 1979, before the subcommittee on anti
trust, monopoly, and business rights, former ICC Chairman O'Neal
testified that ICC was responsible for analyzing postmerger data
and that it was in the process of contracting for such a study with
Princeton University.
Senator, in response to your request, we inquired in November
1981 whether that study referred to by the Chairman had actually
been done. ICC informed us that the study had not been performed
and we relayed this information to you by letter dated December 2,
1981. Subsequently, ICC said that in spite of its earlier statements
to us, it had found the study, which it then made available.
That study, however, did not accomplish ICC's original goals of
determining whether the benefits of the mergers reviewed were re
alized nor provided information that could be projected to other
mergers. According to the official responsible for the study, the
scope was reduced because of data limitations.
ICC officials acknowledge that properly conducted postmerger
studies may provide useful information for developing its merger
policies. However, because mergers are not similar, they question
whether the results from a completed merger can be used to assess
the potential impact of a proposed merger. They also question
whether such a study can produce conclusive findings.
Attorneys in ICC's Office of Proceedings stated that postmerger
studies could be submitted as evidence during current merger pro
ceedings. Since each merger is different, however, evidence from
postmerger studies could easily be challenged on the grounds that
the mergers were not sufficiently similar for comparison.
We believe postmerger studies could assist ICC's reviews of pro
posed mergers, either by developing methods for data analysis or
by highlighting policy issues. However, any benefit to be derived
from postmerger studies must be weighed against their cost and
the possibility that the studies may not produce usable results.
Mr. Chairman, this concludes my short statement.
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that they do not have the authority to terminate or restrict the 
transaction because the single carrier holding companies are 
exempt from their jurisdiction. 

We believe that ICC needs to monitor all holding companies' rail
related operations because the opportunity for abuse does exist. It 
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Congress to increase its authority, if necessary. 

In the area of staff reductions, ICC's overall staff has decreased 
by 512, or about 25 percent, since fiscal year 1979. The ICC office 
responsible for assisting in its merger analysis has been reduced 
from 92 to 52 since 1979. However, despite the staff reductions, ICC 
officials believe that sufficient staff exists to adequately review pro
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fices actually assist in analyzing mergers, a number of the office's 
duties have been recently reduced or eliminated, and the number 
of major merger cases which require a full review is limited. 

The director of that office, however, said that, if the ICC becomes 
unexpectedly flooded with merger proposals, it would contract out 
for specific studies rather than compromise the quality of its work. 

Dealing with postmerger studies is my next subject. During 
Senate hearings in June 1979, before the subcommittee on anti
trust, monopoly, and business rights, former ICC Chairman O'Neal 
testified that ICC was responsible for analyzing postmerger data 
and that it was in the process of contracting for such a study with 
Princeton University. 

Senator, in response to your request, we inquired in November 
1981 whether that study referred to by the Chairman had actually 
been done. ICC informed us that the study had not been performed 
and we relayed this information to you by letter dated December 2, 
1981. Subsequently, ICC said that in spite of its earlier statements 
to us, it had found the study, which it then made available. 

That study, however, did not accomplish ICC's original goals of 
determining whether the benefits of the mergers reviewed were re
alized nor provided information that could be projected to other 
mergers. According to the official responsible for the study, the 
scope was reduced because of data limitations. 

ICC officials acknowledge that properly conducted postmerger 
studies may provide useful information for developing its merger 
policies. However, because mergers are not similar, they question 
whether the results from a completed merger can be used to assess 
the potential impact of a proposed merger. They also question 
whether such a study can produce conclusive findings. 

Attorneys in ICC's Office of Proceedings stated that postmerger 
studies could be submitted as evidence during current merger pro
ceedings. Since each merger is different, however, evidence from 
postmerger studies could easily be challenged on the grounds that 
the mergers were not sufficiently similar for comparison. 

We believe postmerger studies could assist ICC's reviews of pro
posed mergers, either by developing methods for data analysis or 
by highlighting policy issues. However, any benefit to be derived 
from postmerger studies must be weighed against their cost and 
the possibility that the studies may not produce usable results. 

Mr. Chairman, this concludes my short statement. 
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Senator Baucus. Thank you very much, Mr. Krueger. Before I
ask you some questions, I would like now to proceed to Chairman
Taylor.
Without objection, we will insert Mr. Krueger's prepared state
ment.
[Material referred to follows:]
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Senator BAucus. Thank you very much, Mr~ Krueger. Before I 
ask you some questions, I would like now to proceed to Chairman 
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UNITED STATES GENERAL ACCOUNTING OFFICE

WASHINGTON, D.C. 20548

FOR RELEASE ON DELIVERY
EXPECTED AT 9:30 A.M.
FRIDAY, MARCH 26, 1982

STATEMENT OF

OLIVER W. KRUEGER, ASSOCIATE DIRECTOR

COMMUNITY AND ECONOMIC DEVELOPMENT DIVISION

BEFORE THE

COMMITTEE ON THE JUDICIARY

UNITED STATES SENATE

ON

THE INTERSTATE COMMERCE COMMISSION'S JURISDICTION OVER

RAILROAD HOLDING COMPANIES AND EVALUATION OF

PROPOSED RAIL MERGERS

MR. CHAIRMAN AND MEMBERS OF THE COMMITTEE:

WE APPRECIATE THE OPPORTUNITY TO BE HERE TODAY AT YOUR

REQUEST TO DISCUSS THE INTERSTATE COMMERCE COMMISSION'S (ICC'S)

(1) JURISDICTION OVER AND MONITORING OF RAILROAD COMPANIES,

INCLUDING THE ACQUISITION OF THE BURLINGTON NORTHERN RAILROAD

BY A HOLDING COMPANY, (2) ABILITY TO REVIEW MERGER APPLICATIONS

DESPITE STAFF REDUCTIONS, AND (3) PREPARATION AND USE OF POST-

MERGER STUDIES TO ASSESS PROPOSED MERGER APPLICATIONS.

ICC HAS LIMITED JURISDICTION OVER ACQUISITION
OF CARRIERS BY HOLDING COMPANIES

UNDER THE INTERSTATE COMMERCE ACT, ICC DOES NOT HAVE JURIS

DICTION OVER THE ACQUISITION OF A SINGLE RAIL CARRIER BY A

NON-CARRIER, SUCH AS A HOLDING COMPANY. ICC'S JURISDICTION APPLIES

ONLY WHEN A HOLDING COMPANY IS ACQUIRING CONTROL OF AT LEAST TWO

CARRIERS, OR WHERE A HOLDING COMPANY ALREADY CONTROLS ONE CARRIER

AND SEEKS TO ACQUIRE ANOTHER. ICC HAS RULED THAT A RAI L SYSTEM

COMPRISED OF A NUMBER OF RAIL' CARRIERS BUT OPERATED AND MANAGED

AS A SINGLE SYSTEM WOULD BE CONSIDERED A SINGLE CARRI E R- -CALLED

THE "SINGLE SYSTEM DOCTRINE." ICC'S RATIONALE FOR EXCLUDING SUCH

SYSTEMS FROM ITS JURISDICTION IS THAT THE NON-CARRIER ACQUIRING

CONTROL OF AN EXISTING, SINGLE INTEGRATED CARRIER SYSTEM INVOLVES

ONLY A CHANGE IN STOCK OWNERSHIP AND THE INSERTION OF A NEW CORPORATE
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ENTITY AT THE TOP AND DOES NOT OTHERWISE ALTER THE OPERATIONS

OF THE AFFILIATED CARRIERS.

ICC APPLIED THE SINGLE SYSTEM DOCTRINE WHEN DECIDING THAT

IT DID NOT HAVE JURISDICTION OVER BURLINGTON NORTHERN, INC . ' S
CREATION OF A HOLDING COMPANY IN 1981. THE HOLDING COMPANY WAS

FORMED TO OWN BOTH ITS TRANSPORTATION AND NON-TRANSPORTATION

COMPANIES AND ASSETS. THIS WAS TO PROVIDE GREATER FLEXIBILITY IN

FINANCING NON-TRANSPORTATION BUSINESS ACTIVITIES INVOLVING THE

ISSUANCE OF SECURITIES TO DEVELOP NATURAL RESOURCES OWNED BY THE

RAILROAD AND ITS SUBSIDIARIES. ACCORDING TO AN ICC STUDY, THIS

IS A COMMON REASON FOR FORMING HOLDING COMPANIES.

ICC WAS REQUESTED TO EXERT ITS JURISDICTION OVER THE PROPOSED

FORMATION OF THE BURLINGTON NORTHERN HOLDING COMPANY ON THE BASIS

THAT IT INVOLVED THE ACQUISITION OF AT LEAST TWO CARRIERS. IN

ITS JUNE 5, 1981, DECISION, ICC DENIED THE PETITIONS STATING THAT

BURLINGTON NORTHERN, INC.'S, FORMATION OF A HOLDING COMPANY FITS

WITHIN THE SINGLE SYSTEM DOCTRINE. ICC SAID THAT BURLINGTON NORTHERN,

INC., OPERATES ALL OF ITS COMPANIES— BOTH RAIL AND NON-RAIL TRANS

PORTATION SUBSIDIARIES--AS AN INTEGRATED TRANSPORTATION SYSTEM

UNDER ITS DIRECT CONTROL AND MANAGEMENT. ICC CITED SPECIFIC EXAMPLES

THAT SHOWED BURLINGTON NORTHERN OPERATES AS A SINGLE SYSTEM.

ICC'S DECISION WAS APPEALED. IN FEBRUARY 1982, THE U. S.

COURT OF APPEALS FOR THE EIGHTH CIRCUIT UPHELD THE SINGLE SYSTEM

DOCTRINE, STATING: "ALTHOUGH THIS INTERPRETATION OF THE PHRASE

'2 CARRIERS' IS BY NO MEANS THE ONLY POSSIBLE ONE, NOR NECESSARILY

THE CONSTRUCTION WE WOULD ADOPT IF WE WERE FREE TO DECIDE THE

QUESTION INDEPENDENTLY, IT IS NOT UNREASONABLE, AND WE THEREFORE

DEFER TO THE COMMISSION'S VIEW OF ITS OWN GOVERNING STATUTE,

ESPECIALLY SINCE THIS CONSTRUCTION HAS BEEN CONSISTENTLY ADHERED

TO OVER A LONG PERIOD OF TIME." THE COURT OF APPEALS RETURNED

THE CASE TO ICC TO DETERMINE WHETHER BURLINGTON NORTHERN, INC'S,

INTERESTS IN TERMINAL AND SWITCHING COMPANIES TAKE THIS CASE OUT

OF THE SINGLE-SYSTEM DOCTRINE--AN ISSUE WHICH ICC DID NOT ADDRESS

IN ITS DECISION.

ANOTHER TRANSACTION INVOLVING BURLINGTON NORTHERN WHICH ICC

DETERMINED WAS NOT WITHIN ITS JURISDICTION AND THEREFORE DID NOT

REQUIRE ITS APPROVAL WAS THE PROPOSED MERGER OF THE COLORADO
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AND SOUTHERN RAILWAY COMPANY INTO THE BURLINGTON NORTHERN RAIL

ROAD COMPANY. BEFORE THIS MERGER, BURLINGTON NORTHERN OWNED

A VAST MAJORITY OF THE OUTSTANDING STOCK IN COLORADO AND SOUTHERN

AND THEREBY CONTROLLED IT.

IN OCTOBER 1981, BURLINGTON NORTHERN RAILROAD NOTIFIED ICC

OF THE PROPOSED MERGER WITH THE COLORADO SOUTHERN RAILWAY. THE

BURLINGTON NORTHERN CITED SEVERAL REASONS FOR THE MERGER INCLUDING

THE SIMPLIFICATION OF CORPORATE OPERATIONS AND CONSOLIDATION OF

OUTSTANDING DEBT. ON DECEMBER 23, 1981, ICC DECIDED THE MERGER

WAS EXEMPT FROM ITS JURISDICTION BECAUSE THE TRANSACTION FITS

WITHIN ICC'S EXEMPTION FOR TRANSACTIONS WITHIN A CORPORATE FAMILY

THAT DO NOT ADVERSELY AFFECT SERVICE, OR RESULT IN SIGNIFICANT

OPERATIONAL OR COMPETITIVE BALANCE CHANGES. WE BELIEVE THE

EXEMPTION IS THIS CASE IS CONSISTENT WITH THE RATIONALE

UNDERLYING THE SINGLE SYSTEM DOCTRINE.

ICC'S MONITORING OF RAILROAD HOLDIN3
COMPANIES

ICC, IN A 1977 REPORT TO THE CONGRESS, STATED THAT THE

OPPORTUNITY EXISTS FOR HOLDING COMPANIES CONTROLLING RAILROADS'

SYSTEMS OPERATIONS TO MAKE USE OF THE RAILROADS' INCOME, PROPERTY,

AND OTHER ASSETS FOR NON-RAIL PURPOSES TO THE POSSIBLE DETRIMENT

OF THE RAILROADS. METHODS THAT COULD BE USED BY THE HOLDING COM

PANIES INCLUDE TRANSFER OF RAILROADS' NON-TRANSPORTATION ASSETS

TO THE HOLDING COMPANY, ISSUING SECURITIES BACKED BY RAILROADS'

ASSETS, ISSUING DIVIDENDS FROM RAILROADS' REVENUES, AND BORROWING

MONIES FROM ITS RAILROAD SUBSIDIARIES. ICC'S REPORT INDICATED

THAT RATHER THAN REQUESTING INCREASED JURISDICTION IT WOULD, WHEN

CONDUCTING AUDITS OF RAIL CARRIERS' RECORDS, IDENTIFY ANY

TRANSACTIONS WHICH MIGHT HAVE A SIGNIFICANT ADVERSE IMPACT UPON

THE RAILROAD AND COMPEL THE COMPANIES TO REPORT TO ICC PERTINENT

INFORMATION REGARDING RAILROAD- RELATED OPERATIONS.

ICC'S MONITORING ACTIVITIES APPEAR LIMITED. ICC MONITORS

HOLDING COMPANY RAILROAD-RELATED TRANSACTIONS THROUGH AUDITS OF

RAILROAD RECORDS AND REVIEWS OF ACCOUNTING AND SECURITY REPORTS.

HOWEVER, THE AUDITS OF RAILROAD RECORDS ARE ONLY CONDUCTED EVERY

2 TO 3 YEARS. IN ADDITION, THE ACCOUNTING AND SECURITIES REPORTS

REVIEWED BY ICC DO NOT PROVIDE SUFFICIENT INFORMATION TO IDENTIFY
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AND SOUTHERN RAILWAY COMPANY Il'fi'O THE BURLINGTON NORTHERN Rl\IL
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TRANSACTIONS WHICH MIGHT Hl'\VE A SIGNIFICANT ADVERSE IMPACT UPON 
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INFORMATION REGARDING Rl'\ILROAO-RELl'\TED OPERl'\TIONS. 

ICC'S MONITORING l'\CTIVITIES l'\PPEAR LIMITEQ. ICC M1~ITORS 

HOLDING COMPANY Rl'\ILROAD-RELl'\TED TRANSACTIONS THROUGH ,-.UIJITS OF 
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MANY OF THE HOLDING COMPANIES' RAILROAD-RELATED TRANSACTIONS, SUCH

A3 WHETHER A HOLDING COMPANY ACQUIRING A LOAN USES ITS RAILROAD'S
'

ASSETS AS SECURITY. ALTHOUGH ICC ALSO HAS ACCESS TO THE REPORT THAT

HOLDING COMPANIES SUBMIT TO THE SECURITIES AND EXCHANGE COMMISSION,

THE REPORT DOES NOT IDENTIFY A RAILROAD'S INVOLVEMENT IN SECURITY

ISSUANCES. 1/

ICC OFFICIALS TOLD US THAT THEY DO NOT MONITOR ALL HOLDING

COMPANIES' RAIL-RELATED OPERATIONS BECAUSE OF STAFF LIMITATIONS,

TrtE REDIRECTION OF ICC POLICY TOWARD LESS REGULATION, INCLUDING

A REDUCTION IN RAILROAD REPORTING REQUIREMENTS, AND THE FACT THAT

NO ABUSES ADVERSELY AFFECTING A RAILROAD'S FINANCIAL STABILITY HAVE

BEEN IDENTIFIED UNDER THE CURRENT MONITORING SYSTEM. ICC OFFICIALS

ALSO SAID THAT EVEN IF AN ABUSE WAS IDENTIFIED THEY DO NOT BELIEVE

ICC HAS THE AUTHORITY TO TERMINATE OR RESTRICT THE TRANSACTION

BECAUSE THE SINGLE CARRIER HOLDING COMPANIES ARE EXEMPT FROM ICC'S

JURISDICTION UNDER EXISTING LEGISLATION.

WE BELIEVE ICC NEEDS TO MONITOR ALL HOLDING COMPANIES'

RAIL-RELATED OPERATIONS BECAUSE THE OPPORTUNITY FOR A3USE DOES

EXIST. ICC'S CURRENT MONITORING EFFORTS PROVIDE LIMITED ASSURANCE

THAT IT IS ALERT TO ALL RAILROAD-RELATED TRANSACTIONS BY A HOLDING

COMPANY THAT COULD ADVERSELY AFFECT A RAILROAD. ICC NEEDS TO

MONITOR SUCH TRANSACTIONS SO THAT POSSIBLE ABUSES ARE IDENTI

FIED IN SUFFICIENT TIME TO TAKE APPROPRIATE ACTION, INCLUDING

ASKING THE CONGRESS TO INCREASE ITS AUTHORITY.

STAFF REDUCTIONS AND THEIR IMPACT
ON ICC'S MERGER "REVIEWS

ICC'S OVERALL STAFF HAS DECREASED BY ABOUT 512 OR ABOUT 25

PERCENT SINCE FISCAL YEAR 1979 . THE OFFICE OF TRANSPORTATION

ANALYSIS--THE OFFICE RESPONSIBLE FOR ASSISTING ICC ON ITS MERGER

ANALYSES AND FOR CONDUCTING POSTMERGER ANALYSES- -STAF F YEAR CEILING

HAS BEEN REDUCED FROM 9 2 TO 52 SINCE 1979. THE UNIT WITHIN THE

OFFFICE RESPONSIBLE FOR ASSISTING IN ICC'S MERGER REVIEWS- -THE

SECTION OF RESEARCH AND ANALYSIS —CURRENTLY HAS A PROFESSIONAL

STAFF OF 14. DESPITE STAFF REDUCTIONS, ICC OFFICIALS BELIEVE

THAT SUFFICIENT STAFF EXISTS TO ADEQUATELY REVIEW PROPOSED MERGERS

BECAUSE:

JL/THE SECURITIES AND EXCHANGE COMMISSION REVIEWS THE REPORT TO ASSURE
THE HOLDING COMPANIES' FINANCIAL STATUS IS ACCURATELY PORTRAYED.
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—A NUMBER OF ICC'S OFFICES ASSIST IN ANALYZING VARIOUS ASPECTS

OF A MERGER. FOR A LARGE MERGER, A TEAM CONSISTING OF REPRE

SENTATIVES FROM ICC'S OFFICE OF PROCEEDINGS, OFFICE OF HEARINGS,

BUREAU OF ACCOUNTS, OFFICE OF COMPLIANCE AND CONSUMER ASSIS

TANCE, AND OFFICE OF TRANSPORTATION ANALYSIS MAY BE ASSEMBLED.

TEAM MEMBERS WORK FULL OR PART TIME ON A MERGER CASE. SINCE

NOT ALL MERGERS REQUIRE HIS OFFICE'S INPUT AND THE STAGGERS

RAIL ACT REDUCED THE SCOPE OF SOME MERGER REVIEWS, THE DIRECTOR

BELIEVES THAT NECESSARY STAFF IS AVAILABLE TO DO SUCH ANALYSES.

--A NUMBER OF THE OFFICE'S DUTIES HAVE BEEN REDUCED OR ELIMINATED.

AFTER THE MOTOR CARRIER ACT AND THE STAGGERS RAIL ACT WERE

PASSED, WHICH CHANGED THE REGULATIONS IN BOTH THE MOTOR AND

RAIL SECTORS, ICC DECIDED IN FISCAL YEAR 1982, TO CHANGE THE

OFFICE'S PRIMARY MISSION TO PROVIDING ECONOMIC ANALYSES AND

ANALYTICAL SUPPORT FOR ICC'S ACTIVITIES. THE OFFICE HAS RE

TAINED A PRIMARY FUNCTION OF ASSISTING MERGER ANALYSIS TEAMS

AND PROVIDING STAFF SUPPORT FOR REVIEWS OF MERGER APPLICATIONS.

--THE NUMBER OF MAJOR MERGER CASES WHICH REQUIRE A FULL REVIEW

IS LIMITED AND WITH RECENT LEGISLATION IS REDUCED EVEN FURTHER.

THUS, FEWER STAFF ARE NECESSARY, ON A FULL TIME BASIS, TO ASSIST

ON MERGER REVIEWS. SINCE 1979, ICC HAS ONLY RECEIVED SIX MAJOR

MERGER PROPOSALS- -THREE OF WHICH HAVE YET TO BE DECIDED. EACH

OF THESE MERGERS VARIES IN SIZE, COMPLEXITY, AND PUBLIC REACTION

AND PARTICIPATION. AS A RESULT, THE STAFF REQUIRED AND THE

LENGTH OF TIME THEY ARE REQUIRED, VARIES FROM MERGER TO MERGER.

RATHER THAN COMPROMISE THE QUALITY OF ITS WORK, THE DIRECTOR SAID

THAT ICC WOULD CONTRACT FOR SPECIFIC STUDIES IF ICC BECOMES

UNEXPECTEDLY FLOODED WITH MERGER PROPOSALS.

ICC NOW BELIEVES THE USEFULNESS OF
POSTMERGER STUDIES IS LIMITED

DURING JUNE 1979 SENATE HEARINGS BEFORE THE SUBCOMMITTEE

ON ANTITRUST, MONOPOLY, AND BUSINESS RIGHTS, SENATE COMMITTEE

ON THE JUDICIARY, FORMER ICC CHAIRMAN O'NEAL TESTIFIED THAT ICC

WAS RESPONSIBLE FOR ANALYZING POSTMERGER DATA AND THAT ICC WAS

IN THE PROCESS OF CONTRACTING FOR SUCH A STUDY WITH PRINCETON

UNIVERSITY.
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IN RESPONSE TO SENATOR BAUCUS ' REQUEST, WE INQUIRED IN

NOVEMBER 1981 WHETHER THE STUDY REFERRED TO BY THE CHAIRMAN

HAD BEEN DONE. ICC INFORMED US THE STUDY HAD NOT BEEN PERFORMED

AND WE RELAYED THIS INFORMATION TO THE SENATOR BY LETTER DATED

DECEMBER 2, 1981. SUBSEQUENTLY ICC SAID THAT IN SPITE OF ITS

EARLIER STATEMENTS TO US, IT HAD FOUND THE STUDY, WHICH IT THEN
MADE AVAILABLE. ICC OFFICIALS SAID THEY COULD NOT FIND THE STUDY

WHEN WE INITIALLY ASKED BECAUSE THE STUDY PROPOSED BY FORMER CHAIR

MAN O'NEAL WAS TO BE BROAD-BASED AND THE STUDY ACTUALLY DONE WAS

SUBSTANTIALLY LIMITED IN SCOPE. IN ADDITION, THE STAFF INVOLVED

WITH THE STUDY WAS NO LONGER WITH ICC. HOWEVER, AFTER CONFERRING

WITH THE FORMER ICC DIRECTOR RESPONSIBLE FOR THE STUDY, ICC

OFFICIALS DETERMINED THAT THE NARROWLY SCOPED STUDY WAS THE ONE

MENTIONED BY THE FORMER CHAIRMAN.

THE STUDY WAS ISSUED IN THE SPRING OF 1980. HOWEVER, IT

DID NOT ACCOMPLISH ICC'S ORIGINAL GOALS OF DETERMINING WHETHER THE

BENEFITS OF THE MERGERS REVIEWED WERE REALIZED NOR DID IT PROVIDE

INFORMATION THAT COULD BE PROJECTED TO OTHER MERGERS. ACCORDING

TO THE OFFICIAL RESPONSIBLE FOR THE STUDY, THE SCOPE WAS REDUCED

BECAUSE OF DATA LIMITATIONS. THE STUDY DEVELOPED ONLY EXPECTED

RANGES OF TRAFFIC DIVERSION FROM ONE RAILROAD TO THE MERGED RAIL

ROADS . ICC TOLD US IT DID NOT CONVEY THE STUDY'S RESULTS TO THE

SUBCOMMITTEE BECAUSE THE FINDINGS WERE LIMITED AND INCONCLUSIVE.

ICC OFFICIALS ACKNOWLEDGED THAT PROPERLY CONDUCTED POST-

MERGER STUDIES MAY PROVIDE USEFUL INFORMATION FOR DEVELOPING

ITS MERGER POLICIES, BUT QUESTION (1) WHETHER MERGERS ARE

SUFFICIENTLY SIMILAR TO USE THE RESULTS OF ONE MERGER TO ASSESS

THE POTENTIAL IMPACT OF A PROPOSED MERGER, AND (2) IF DATA

ANALYSIS CAN PRODUCE CONCLUSIVE FINDINGS.

ATTORNEYS IN ICC'S OFFICE OF PROCEEDINGS STATED THAT POST-

MERGER STUDIES COULD BE SUBMITTED AS EVIDENCE DURING CURRENT

MERGER PROCEEDINGS. SINCE EACH MERGER IS DIFFERENT, HOWEVER,

EVIDENCE FROM FOSTMERGER STUDIES COULD EASILY BE CHALLENGED ON

THE GROUNDS THAT THE MERGERS WERE NOT SUFFICIENTLY SIMILAR FOR

COMPARISON. THUS, THE FACT THAT OTHER MERGERS DID NOT ACHIEVE

THEIR ANTICIPATED BENEFITS WOULD NOT PROVIDE ASSURANCE THAT THE

MERGER BEING PROPOSED WOULD NOT ACHIEVE ITS ANTICIPATED BENEFITS.
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THESE STUDIES COULD ASSIST ICC'S REVIEWS OF PROPOSED MERGERS,

EITHER BY DEVELOPING METHODS FOR DATA ANALYSIS, OR BY HIGHLIGHT

ING POLICY ISSUES. HOWEVER, DOING STUDIES MUST BE WEIGHED

AGAINST THEIR COST AND THE POSSIBILITY THAT POSTMERGER STUDIES

MAY NOT PRODUCE USEABLE RESULTS.

MR. CHAIRMAN, THIS CONCLUDES MY PREPARED STATEMENT. WE ARE

PREPARED TO ANSWER ANY QUESTIONS YOU MAY HAVE AT THIS TIME.

Mr. Taylor. Mr. Chairman, let me start out by saying that I
have with me this morning Mr. Louis Gitomer, who is our Acting
Deputy Director of the Section of Finance, Office of Proceedings, on
my left. On my right is Janice Rosenak, who is the Commission's
Legislative Counsel. Sitting behind me are Mr. William F. Moss,
who is Deputy Director of the Commission's Bureau of Accounts, in
the event there are some questions in his area; also, J. Warren
McFarland, who is our Director of the Office of Compliance and
Consumer Assistance; together with William R. Southard, who is
the Director of the Commission's Office of Transportation Analysis.
We appreciate this opportunity to testify before you today to
share with you the Interstate Commerce Commission's policies re
garding railroad mergers and to discuss our activities in this area.
Let me begin by saying that the Commission shares your concerns
regarding the effects of rail restructuring on the financial viability
of our Nation's rail system and the maintenance of essential rail
services to the shipping public.
Today I will be discussing the Commission's policies and proce
dures in the rail merger area, the status of pending merger appli
cations, and the Commission's views regarding the holding compa
ny corporate structure which has now been adopted by most of the
Nation's railroads.
I would like to begin my testimony by discussing the Commis
sion's policy and procedures related to major mergers, those involv
ing at least two class I railroads.
The Commission's consideration of any major merger application
is governed by the criteria prescribed in our enabling statute as
well as the rail transportation policy.
In order to determine whether a transaction is in the public in
terest, the Commission performs a balancing test; that is, weighing
the potential benefits of the proposed consolidation against any po
tential harm which might result therefrom. Benefits which can
result from rail consolidation include the creation of a more finan
cially sound competitor, a reduction in redundant facilities or in
creased marketing opportunities.
There are two potential results from consolidations which would
harm the public and which the Commission must carefully consid
er in any merger case. They are reduction of competition and harm
to essential services, the latter consideration being particularly im
portant.
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APPENDIX

TO

STATEMENT OF RICHARD M. BRESSLER

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

BURLINGTON NORTHERN INC.

BEFORE THE

AGENCY ADMINISTRATION SUBCOMMITTEE

OF THE

SENATE JUDICIARY COMMITTEE

WASHINGTON, D.C.

MARCH 26, 1982

I . Transfer of Railroad Assets

The Railroad has entered into management agreements with

the Holding Company and with the four resources companies

within the BN corporate family - BN Timberlands Inc., Gla

cier Park Company, Meridian Land & Mineral Company and Mile

stone Petroleum Inc. Under these agreements the resources

companies manage the Railroad's and its affiliates' oil and

gas, coal and other minerals, timberland, and agricultural

and real estate development properties.

The agreements implement one of the central purposes of

BN's corporate restructuring: to permit the Railroad's top

management to concentrate on running the Railroad in the

most effective manner possible, unencumbered by the neces

sity of also managing the natural resources, which really

requires different skills and business experience. At the

same time, these agreements provide a vehicle for attracting
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new and highly skilled managers to develop and manage our

non-transportation businesses and resources effectively.

To implement the management agreements the Railroad has

also transferred accounts receivable and payable relating to

these businesses to the four resources companies. However,

all moneys from the Northern Pacific land grant properties

required to be deposited with the Trustees of the NP mort

gages are being deposited on behalf of the Railroad. The

Railroad then draws down this cash through certificates of

additions and betterments more generally referred to in the

statement. Starting on January 1, 1982 the Railroad has

been declaring monthly dividends in amounts equal to the net

proceeds from its natural resource properties.

On December 31, 1981 the Railroad made cash capital

contributions of $10 million to Glacier Park, $4 million to

Meridian, and $50 Million to Milestone. These are funds

necessary for the growth and development of BN's natural

resources. The figures reflect what the Railroad, prior to

our reorganization, would have expended to achieve the same

levels of development of its lands and minerals.

As part of the redeployment of assets into different

business units within our corporate family the Railroad has

contributed to Milestone its 10 percent interest in Butte

Pipe Line Company and its 50 percent interest in Portal Pipe

Line Company. Since January 1, 1982 the Railroad has trans

ferred to the Holding Company its 50 percent interest in New
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Mexico and Arizona Land company, and all of the capital

stock of several wholly-owned subsidiaries - Burlington

Northern Air Freight Inc., Plum Creek Inc., Glacier Park

Company, and BNL Development Corporation (including the

stock in several small companies owned by Glacier Park and

Plum Creek).

II . Merger Matters Other Than Northern Lines Merger
A. Rail Merger Policies and Procedures of Interstate
Commerce Commission

Burlington Northern agrees with the Interstate Commerce

Commission's announced General Policy of encouraging private

industry initiative to rationalize the nation's rail facili

ties and reduce its excess capacity. We regard as rational

the Commission's balancing test of weighing potential bene

fits to applicants and the public against potential harm to

the public, in deciding merger and acquisition of control

cases.

The Commission's General Policy Statement identifies

two potential harms to the public to be considered: harm to

competition and harm to essential services. Although the

agency has generally narrowed the bases on which it will

attach conditions to approval of a merger or control trans

action, it has indicated that it will impose conditions on a

proper showing of either harm. The anticompetitive circum

stances attending the proposed Union Pacific/Missouri
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Pacif icA?estern Pacific control case, discussed below,

necessitate conditions, not to protect Burlington Northern

traffic, but to preserve competition for coal traffic in the
Powder River Basin of Wyoming. The Commission itself
created such competition by approving transactions enabling

Union Pacific and Chicago and North Western Transportation

Company to compete with BNRR for this business.

In the Staggers Rail Act of 1980 Congress amended the

4-R Act with respect to merger procedures and again mandated

the expedited handling of these cases. We fully agree with

the necessity of moving such proceedings to a reasonably

rapid conclusion, and the 2 1/2-year limit fixed by Congress

for a final ICC decision in major rail merger cases is rea

sonable. BN does not otherwise take issue with the proce

dures for merger cases established by Congress and the

Commission.

B . BN-Frisco Merger

The BN-Frisco merger approved by the ICC and effective

November 21, 1980 was clearly in the public interest. The

merger of these two end-to-end carriers yielded substantial

service improvements and efficiencies in 1981, the first

full year of operations of the new system. Single-carrier

service between the former Frisco territory and the Midwest

and Pacific Northwest provides shippers with far more effi

cient access to markets and Gulf ports served by the merged

lines .
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Operations of the combined systems have been marked by

high speed through trains. To cite just one example, the

Railroad now provides fifth morning delivery on service
between Portland, Oregon and Birmingham, Alabama, a distance

of 2,974 miles. In the past year we have pruned 102 miles

off the Portland to Birmingham operation and have cut run

ning time by 13 1/2 hours. We have established similar high

speed, single-line service between Denver and Memphis; Min-

neapolis-St. Paul and Memphis; and from Chicago to Irving,

Texas (Dallas-Fort Worth). On March 29 (next Monday) we will
inaugurate transcontinental service between Seattle-Portland

and Houston over the merged lines. Our scheduled running

time of 114 hours from Portland to Houston will be the fast
est published rail schedule in the United States between

these markets.

In addition, the BN-Frisco merger has (1) enabled the

combined roads to eliminate or reduce duplicate facilities

and costly intercharges at St. Louis and Kansas City, the

principal former junctions between the carriers; (2)

materially improved car supply in former Frisco territory;

(3) increased locomotive and caboose utilization through

centralized fleet management, consolidation of traffic flows

and unification of terminal functions at St. Louis and

Kansas City; and (4) strengthened competition by enabling BN

to offer head-to-head competition with other single-line

carriers serving the Midwest, South and Southwest.

98-762 0-82-13

UPRRIG-000591

187 

Operations of the combined systems have been marked by 

high speed through trains. To cite just one example, the 

Railroad now provides fifth morning delivery on service 

between Portland, Oregon and Birmingham, Alabama, a distance 
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We have also benefitted greatly, of course, by the

addition to BN's ranks of former Frisco officers, managers
and employees.

C. BNRR - Colorado and Southern Merger

The Colorado and Southern Railway Company (C&S) was

merged into Burlington Northern Railroad Company effective

December 31, 1981. Prior to that time the Railroad owned

92.57% of all outstanding stock in C&S, which was a key com

ponent of the unified BN carrier system.

The merger was a step, then, toward corporate simplifi

cation. It did not reduce service or change the competitive

balance with carriers outside the corporate family. The

merger was accomplished pursuant to an ICC exemption and in

furtherance of earlier Commission urgings that BN simplify

its corporate structure. Benefits achieved include elimina
tion of such functions as record keeping and inter-company

accounting, and elimination of the general administrative

burden of maintaining the separate corporate existence of

C&S.

The Fort Worth and Denver Railway Company, formerly a

subsidiary of C&S, is now a wholly-owned subsidiary of

Burlington Northern Railroad Company and remains an integral

part of the BN rail system.
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D. Burlington Northern's Concerns About the Proposed
UP/MoPac/WP Unification

BNRR does not oppose control by Union Pacific of the

Missouri Pacific Railroad Company and Western Pacific

Railroad Company, so long as the ICC prescribes conditions

which will permit maintenance of competitive rail service

for the transportation of western coal. This proposed

unification will give UP access - in many cases exclusively

to far more coal producing areas throughout the West,

Midwest and Southwest than any other carrier.* In addition,

control of Missouri Pacific will provide UP with direct

access to the many major coal destinations served exclusive

ly by MoPac in Texas, Arkansas, Oklahoma and Louisiana,

thereby destroying MoPac's independence as a neutral connec

tion for carriers which compete with Union Pacific for the

transportation of coal. The Commission has held that there

can be no competition where an unaffiliated origin carrier

does not have independent access to a power plant, but must

instead rely on a competing origin carrier (or a carrier

controlled thereby) to reach the destination.

♦Principal origins served by UP today include areas in Utah,
Colorado and southern Wyoming. MoPac today serves coal pro
ducing areas in Illinois, Missouri, Oklahoma and Texas. In
addition, Rocky Mountain Energy Company, a wholly-owned sub
sidiary of the parent Union Pacific Corporation, is a sub
stantial owner and producer of coal which is moved via UPRR.
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Similarly, by virtue of the proposed unification, UP

would obtain access to a broad array of potential coal

export facilities, including most major ports on the West
Coast, Gulf Coast and Mississippi River, which, taken

together with UP's prospective and unparalleled access to

producing areas, can only have a substantially dampening

effect on potential competition in coal export markets.

Far more insidious in its anticompetitive effect, how

ever, is the cumulative impact of the so-called Connector

Line transactions and the proposed UP/MoPac consolidation.

BNRR has historically been the sole railroad serving the

Powder River Basin and the Powder River Basin has, in turn,

become the most attractive and important source of low sul

phur western coal. The Connector Line transactions involve

a number of joint CNW/UP projects which were approved by the

Commission to enable these lines to compete with BNRR for

the transportation of Powder River Basin coal. The competi

tion thereby created by the Commission would be eradicated

by the proposed unification, and BNRR would be eliminated as

a competitor to Union Pacific for all Powder River Basin

coal moving to Missouri Pacific destinations.

Because of coal, therefore, the competitive ramifica

tions of a UP/MoPac unification are radically different from

those attending the BN-Frisco merger. Coal is unique -

major markets in the South Central U.S., i.e., several
public utilities, burn only Powder River Basin coal. Unlike
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the usual situation with other, general commodities, there

are no dispersed sources of supply served by a number of

carriers. And unlike the former Frisco, which delivered very

little coal, MoPac dominates the South Central market as the
sole rail carrier serving many of these large public utili
ties. BN does not oppose end-to-end mergers, but a UP/MoPac

unification without conditions relating to coal would enable

these lines to wipe out competition for this traffic.

Accordingly, in the application proceedings for UP con

trol of MoPac and WP, BNRR has proposed conditions which

would accord BNRR (1) trackage rights to five coal-fired

plants now served exclusively by Missouri Pacific, and (2)

independent ratemaking authority permitting BNRR to estab

lish, without MoPac concurrence, joint rates with MoPac on

coal moving from BNRR points to Missouri Pacific destina

tions, with divisions based on a variable cost prorate of

revenues.* These conditions will not guarantee to BNRR any

coal out of the Powder River Basin. They will operate only

to preserve price and service competition, with the traffic

going to the most efficient operator.

*We have not discussed here two other proposed conditions
which do not bear specifically on the Subcommittee's
inquiry. Their omission in this presentation does not mean
we consider the matters unimportant in the ICC proceedings.
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E. Northern Lines Merger

A full account of all benefits resulting from the
Northern Lines merger would require a complete review of the

entire BN system, a project not achievable in the limited

time available before the March 26 hearing. The record of

the 1970's demonstrates, however, that the Great Northern,

Northern Pacific, CB&Q and SP&S as separate entities could

not conceivably have made the contributions to the public

interest which BN has achieved.

First of course have been the substantial improvements

and other operating changes necessary to utilize the parti

cular advantages of each predecessor carrier. Line changes

at Casselton, North Dakota, Sandpoint, Idaho and in Spokane

were necessary to form BN's high-speed transcontinental main

line and otherwise link together track of the predecessor

roads for shorter hauls, lower grades and other efficien

cies. The Latah Creek project at Spokane alone linked the

former lines of the GN, NP and SP&S and required construc

tion of 1 1 bridges and seven miles of new railway.

New or improved electronic classification yards at

Minneapolis, Kansas City and Pasco, Washington combined with

these line changes and other improvements to speed up

service dramatically. The Northtown Yard at Minneapolis, a

$43 million state-of-the-art facility completed in 1976,

replaced 11 separate yards of the GN, NP and CB&Q remaining
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from pre-merger days. Pre-blocking at Northtown of cars

destined for the East alone saves 12 to 24 hours in inter

change time at Chicago.

At the time of the Northern Lines case scheduled running

time for Great Northern and Northern Pacific's fastest

trains from Seattle to Chicago (via the Burlington from

Minneapolis-St . Paul) exceeded 94 hours. Today BN's east-

bound TOFC train operates on a scheduled run of 67 hours.

Our fastest train westbound from Chicago to Seattle operates

on a scheduled run of 55 1/3 hours. Similar service

improvements have been made elsewhere. For example, running

times from former Great Northern points west of Spokane to

Kansas City, Omaha and other Missouri-Mississippi Valley

points were cut by more than 20 hours by use of the shorter

former Northern Pacific route from Spokane to Laurel,

Montana, for movement beyond via the former CB&0.

The three electronic classification yards represent only

a small part of the consolidation or improvement of facili
ties which the Commission envisioned in approving the

Northern Lines merger and which BN has carried out. Excess

flat switching yards at Spokane and Wishram, Washington and

at Savannah, Illinois were no longer needed and were closed.
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Locomotive repair and overhaul work performed by Great

Northern before merger at St. Paul shifted to the former

Northern Pacific Shop at Livingston, Montana and to the

former CB&Q shop at West Burlington, Iowa. Northern Paci

fic's car shop at Brainerd was closed, and the work shifted

to our Havelock shop near Lincoln, Nebraska (on the former

CB&Q) and to the former Great Northern shop at St. Cloud,

Minnesota. An automated wheel shop at Havelock permitted

elimination of similar facilities at five other locations.

These are just a few examples of a massive systemwide shift

toward greater efficiency.

Such consolidations have been accompanied by our enor

mous investments in coal lines and equipment, and in coal

support facilities; expansion systemwide of the former
Northern Pacific microwave communications system; installa

tion of a sophisticated, computerized locomotive and car

information system; replacement of obsolescent bridges; and

steady progress in other programs such as expanded use of

continuous welded rail and centralized traffic control.

These advances, most of them contemplated by the Commis

sion in the Northern Lines case, and the concentration of

traffic on a single railroad, have yielded substantial

improvements in efficiencies, as shown by the following

table:
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Freight Train
Averages 1971 1976 1981

Train load
revenue net tons

1 ,653 2,275 2,786

Gross ton-miles 76,000 103,000 123,000
per train hour

Net ton-miles 1,474 2,105 3,116
per car day

Net tons per 47.7 59.6 68.2
carload

It is impossible to put a price tag on net savings

resulting from the Northern Lines merger. BN undertook to

measure savings after merger but the task proved so diffi
cult it was abandoned after a year or two.
Obviously the unit improvements cited above resulted in

part from increased traffic volume. A number of external

economic factors contributed to this increase, including

sharply rising demand for western coal, accentuated by

energy crises of the past decade; growing world markets for

grain; and increasing imports of autos and other manufac

tured goods from Japan. The decline and ultimate demise of

the Milwaukee Road in the latter 1970 's in the Pacific

Northwest left some traffic open to diversion, but BN was

and is subject to intensive competition from other carriers,

including Union Pacific, the two transcontinental Canadian

rail lines and highway operators. Increased traffic volume

has contributed to BN's greater efficiency, but this was
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achievable only because BN, following the Northern Lines

case, built a productive system consistent with stated

merger objectives and capable of responding to shipping

needs .

Burlington Northern firmly believes that it fully

executed the Milwaukee protective conditions prescribed in

the Northern Lines case. We are aware of no evidence to the

contrary. Prescribed trackage rights were aranted, includ

ing access to Portland and Billings, the 11 western gateways

were opened, and all other requirements complied with.

Mr. Bressler. We hope to try to clarify some of the misconcep
tions and misunderstandings with respect to the formation of our
holding company. There are two basic reasons why we formed the
holding company. First of all, we wanted to give all of our business
es a chance to develop to their fullest potential. In order to do that,
the management of each of our companies, including the railroad,
needed to devote full attention to its own business. Our natural re
sources and land holdings have always been managed separately
from the railroad. But we lacked a clearly defined corporate struc
ture for each of our businesses. Because of that, some of our man
agers had to divert their attention from their primary business into
other areas where their level of expertise was not as great.
Our new structure makes our managers more effective. The cre
ation of separate operating companies also makes it easier to at
tract the best executives in specialized fields such as oil exploration
and timber management.
There is another good reason for the formation of our holding
company. It allows Burlington Northern access to the capital mar
kets in order to support the growth of all of our operations. For
merly, as a railroad corporation, we were only permitted by law to
issue securities for transportation purposes. This meant that, if we
wanted to develop other parts of our business, we had to use inter
nally generated funds of the company, most of which came from
railroad operations. And we believe that is the case, despite some
of the testimony so far this morning.
So, instead of threatening to divert funds from railroad oper
ations, the new structure allows us to raise money independently of
the railroad for development of our other properties.
Fortunately, we are not faced with an either/or situation in the
development of our railroad and our natural resource properties.
We intend to develop both vigorously, and the holding company
structure is the best means to reach this goal.
Some have expressed the fear that the formation of a holding
company will mean a downgrading of the importance and financial
resources of the Burlington Northern Railroad. Nothing could be
further from the truth. Last year, the railroad provided nearly 75
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STATEMENT OF RICHARD I. KILROY, EXECUTIVE SECRETARY-
TREASURER, RAILWAY LABOR EXECUTIVES' ASSOCIATION

My name is Richard I. Kilroy. I am Executive Secretary-
Treasurer of the Railway Labor Executives' Association, the

International President of the Brotherhood of Railway and Airline
Clerks and a Vice President of the AFL-CIO. I present this
statement on behalf of .tfte Railway Labor Executives'

Association. The RLEA is an unincorporated association with

offices in Washington, DC.

The membership of the Association consists of the chief

executive officers of twenty standard national and international
railway labor organizations. They are:

-.American Railway & Airway Supervisors Association,
Division of BRAC —"

American Train Dispatchers Association
Brotherhood of Locomotive Engineers
Brotherhood of. Maintenance of Way Employes
Brotherhood of^ailroad Signalmen
Brotherhood Railway Carmen of the United States
and Canada
Brotherhood of Railway and Airline Clerks
Hotel & Restaurant Employees and Bartenders
International Union
International Association of Machinists
and Aerospace Workers
International Brotherhood of Boilermakers
and Blacksmiths
International Brotherhood of Electrical Workers
International Brotherhood of Firemen & Oilers
International Longshoremen's Association
International Organization of Masters, Mates-
and Pilots
National Marine Engineers' Beneficial Association
Railroad Yardmasters of America
Sheet Metal Workers' International Association
Seafarers International Union of North America
Transport Workers Union of America
United Transportation Union

The railroad industry in recent years has begun to effect

mergers through the "device of the holding company. For example,

there was the creation of the Penn Central Transportation Company

of painful memory; thereafter CSX was created which controlled

both the Chessie System, itself a holding company, and the Family
Lines; then came the Norfolk Southern, a holding company control
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Lines; then came the Norf-olk Southern, a holdlng company control-
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THE B.N. FRISCO MERCER FAILS TO SHOW A SINGLE INTEGRATED
SYSTEM.

The morib.und ICC has consistently held that irrespective of

the number of separate carriers , the large holding companies can be

held to operate a single, integrated system. A typical example is

the recent merger of the Colorado and Southern Railway into the

Burlington Northern Railroad Company, 1981. The joint petition of

the C&S and the BN points out that the B.N.R.R. owns 92.57 percent

of the stock of the C&S and that the C&S wholly owns the Fort Worth

and Denver. The minority stockholders in the C&S were ignored by

the ICC. The interesting area is the Commission's ignoring the

terms and conditions of the lease between the C&S and the FWD. On

the merger of the C&S into the B.N.R.R. , the parent corporation would

then transfer operation to the FWD of former C&S trackage from

Denver, Colorado to Texline, Texas. That lease will empower the

FWD to manage trains originating and terminating in Denver and Fort

Worth, Texas as opposed to severing the community of operation at

Texline. While the petition contends that the transaction will be

within the B.N.R.R. corporate family, the FWD will publish the
appropriate tariffs and will achieve a greater operating efficiency

through transportation service by the operation of the single carrier,

FWD from Denver to Galveston, Texas. While the petition seems to
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replies stated:

While it is clear that control may be found in
blocks constituting less than 10 percent of the voting
securities where there are no other large blocks" * *
control can only be found where there is power or
authority to manage, direct, superintend, restrict,
regulate, govern, administer or oversee. Reply, page 9.

In the petition for the merger of the B.N. and the Frisco, in the

application, Section 1111.1(c)(8), the B.N. stated it exercised

control over carriers as follows, to the extent, and in the manner

shown. It then described the control or ownership from 7.69 percent

of the Belt Railway Company to 100 percent of other carriers. The

Frisco exercised controls subject to the act in varying degrees

from 2.44 percent of the Trailer Train Company to 100 percent in the

Quanah, Acme and Pacific R. R. Co. The additional complicating

factor is that the B.N. owns 100 percent' of the capital Btv»ck of

the Burlington Northern Air Freight, Inc., an air freight forwarder

and also a trucking company. The Frisco also owns a trucking company.

The Burlington Northern brought into the Frisco merger the

following percent of stock in the folloiwng railroad companies:

Name of Carrier

Extent of Control
or Ownership
(% of Voting Shares)

The Belt Railway Company
of Chicago 7.69

Burlington Northern
(Manitoba) Limited 100.00

Burlington Northern Dock
Corporation 100.00

BN Transport Inc. 100.00

Butte Pipe Line Company 10.00

Camas Prairie Railroad Company 50.00

Chicago Union Station Company 25.00

The Colorado and Southern
Railway Company (C&S) 90.57
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EC

INTERSTATE COMMERCE COMMISSION

Finance Docket No. 28583 (Sub-No. 1)

BURLINGTON NORTHERN, INC. -CONTROL AND MERGER-ST. LOUIS-
SAN FRANCISCO RAILWAY COMPANY

Finance Docket No. 21478

GREAT NORTHERN PACIFIC & BURLINGTON LINES, INC. -MERGER,
ETC.- GREAT NORTHERN RAILWAY COMPANY, ET AL.

Decided: June.5, 1981

We have received three petitions relating to the
expected formation by Burlington Northern, -Inc-«. (5N)-' of a
holding company and BN's reply to one of them. For reason's
discussed below, we shall deny all three: the petition
filed by -the General Commit tees^j£f Adjustments, Burlington
Northern, Inc. (GCA); the petition filed by the Montana
State Legislative Committee of the Brotherhood of Railway &
^irline__Clecks (BRAC); and the petition filed by the State
of TllhfiteB'tftif (Minnesota).

BACKGROUND ■ .

BN is a railroad which owns a number of transportation-
and non— transportation companies and assets. It plans to
create a holding company to own it. : -

-■ BN believes that a holding company will facilitate the
development of I_ts transportation, natura'l" resources, and
other non-transportation businesses. -.Since the securities
issuances of the noncarrier holding company would not be
subject to our regulation, BN "believes it would have greater
flexibility to finance .non-transportation
business activities, ."to expand through acquisition of new
businesses, and to develop natural resources owned by it or
its subsidiaries. BN has also indicated that it is likely
some of its natural resources and non-railroad properties
could be transferred to the holding company or a subsidiary
of the holding company. BN Indicate that transfers of some
of its natural resource properties may be limited by certain
mortgages.

BN has created the Burlington Northern Holding Company
(Holding" Company) and its wholly owned subsidiary,
Burlington Northern Transportation Company (BNTCO). On • ■• .
April 2, 1981, BN and BNTCO entered Into an agreement
whereby BNTCO would be merged Into BN. The outstanding • -

common and preferred stock of BN would -then be exchanged for
common and preferred stock of the Holding Company. The
stockholders of BN would then become the stockholders of
Holding. Company. The name of BN would be changed to
Burlington Northe rn Railroad Company and the name of Holding
Company "would be changed to Burlington Northern Inc. BN's
stockholders approved the holding company proposal at their
annual meeting on May 14, 19 81.

SERVICE

JUN'8
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JURISDICTION UNDER 49 U.S.C. 11343

Under 49 U.S.C. §11343 (a) ( 4) the Commission has
jurisdiction over an "acquisition of control ... by a
person that is not a carrier" only if control -is sought over
"at least 2 carriers."

- - GCA -and Minnesota ask us to__exert Jurisdiction on the
ground that Holding Company's proposed control over BN and
- its assets (including carrier subsidiaries) is an
^acquisition^ of control of at least 2 carriers." Although .
57^ contTroi"s"wa' number of carriers, all the carrier operations
are conducted as part of a single integrated system. Por
over 25 'years the Commission has held that it does not have_jurisdiction over a noncarrier's acquisition of control of a
single integrated rail system and we see no reason to modify
this statutory construction.

. : .•"Under the single .system doctrine, the Commission does
not' have jurisdiction under -49 U.SvC. §113.43 over a
noncarrier's acquisition of control of a' single Integrated
. rail system, even If the system is' comprised of separate
. . . corporations ♦.~ "See Louisville & B. & "R. Co. Merger, 290 .
_ -I.C. C. "725 and 295 I.C.C. 11 (1955), aff'd sub nom.
Alleghany Corp.- et al v. Breswlck & Co. et al, 353 U.S. 151
(-19570--- This doctrine has been followed in numerous cases,
"""including" several in^whlch a holding company was created
from a railroad. See Kansas City Southern Industries,
Inc. -Control, 317 I.C.C. 1 (1962) (KCS case) , Katy

" ■

Industries, Inc .-Control-Missouri K.-T.R. Co., 331 I.C.C.
405 (1967), (Katy case) and Southern Pacific Transportation
Co. -Merger, 334 I.C.C. 866 (1969) (SP case).

~

BN's formation of a holding company fits within this
doctrine. BN controls a number of carriers, including the.-
Colorado and Southern Railway Company, Fort Worth and Denver
Railway Company, Walla Walla Valley Railroad Company, Oregon
Electric Railway Company, BN Transport Company Inc., and
Frisco Transportation Company. However, as demonstrated in
the verified statement attached to BN's reply, BN operates
all of these companies as an integrated transportation
system, under the direct control and management of BN.
Their capital budget and performance plans are either
established or approved annually by BN. Their accounts are
supervised by BN, and their financial results are

" consolidated with BN^s for reporting purposes.

Each rail carrier subsidiary is required to maintain
excess cash in BN's surplus cash account, and each is
permitted to draw from the account as required. BN
determines equipment purchases and assigns motive power on a
daily" basis for each of its rail carrier subsidiaries . The"
rail carrier subsidiaries solicit traffic for each other and
do not compete. The -directors of each subsidiary are
selected by BN and are usually directors or ' of facers"* of BN.
The principal officers of each suosldiary are also usually -
officers of BN.

The revenues of the motor carrier subsidiaries are
generally derived from services performed for BN, including
eubsi-ituta-JLine-haul service, _ramping, deramping and
drayage," and transportation of BN-owned material. Inter
corporate hauling for BN and about 25 of its subsidiaries is
also performed by motor carrier subsidiaries. They lease

UPRRIG-000605

585 

JURISDICTION UNDER 49 U.S.C. 11343 

Under 49 U.S.C. §11343(a)(4) the Commission has 
::.ir.:__sdiction over an "acquisition of control'. . • by a 

· person th.at is not a carrier" onl_y if contr-ol -:!-5 so178ht over. 
"at lea·st 2 carriers. 11 

·· - GCA-and MinnesDta ask us ~o,_exert jurisdiction on the 
ground that Holding Company's proposed control over BN and 
its assets (including carrier subsidiaries) is an 
'!<!-.S32-~l'i;;.i<:,~?f control of at least 2 carriers." Although , 
:B1~ contr·o'.fs a number of carri-er"S; all the carrier operations 

· are conducted as part or· a single· inte-grat-ed syst:em. For 
over 25· ·years the Commission has held that it does not have 
Jurisdiction over a noncarrier's acquisition of control of a 
single integrated rail system and we see no reason to modify 
this statutory constructi,on. -· 

. . .'1Jiider . the. singl.e .system doctrine, the Commission does 
·not"have jurisdiction under 119 u.s~c. §11343 over a 
noncarrier's acquisition of control of a~s1ngle integrated 

_ rail system, even if, the system .1s· compr1.sed of separate 
, .,.corporat:1.ons.:.=..-See. Lou1sv111e l!t · J .. B. 1!t ~. Co. Merger. 2.90 
_ ::I.c.c~-:-7,25 and 295:.I.C.c. 11 (1955). af.f'd sub nom. 

· Al1.egha.ny Corp~-· et al '-:v •· Breswi-ck l!t C~ al, 353 U.S. 151 
· (1957J- : .. This doctr:1.rie has been .followed 1n numerous cases, 

~c1uding··.Beverar·in··::wh:1.ch a holding company was created 
from a railroad. See Kansas City Southern Industries, 

_ Inc.-Control, 317 I.C.C. 1 (1962) (KCS case), Katy·· 
Industr1.es, Inc.-Control-Missouri K.-T.R. Co., 331 r.c.c. 
405 (~9?7), (K4ty case) and .Southern Pacific Transportat~on 
Co.-Merger, 33 r.c.c. 866 (1969) (SP case). · 

BN's formation of a holding company fits within this 
doctrine. BN controls a number of carriers, including th~ 
Colorado and Southern Railway Company, Fort Worth and Denver 
Railway Company, Walla Walla Valley Railroad Company, Oregon. 
Electric Railway Company, BN Transport Company Inc., and 
F~isco Transportation Company. However, as deraonstrated in 
the verified statement attached to BN's reply, BN operates 
all of these companies as an integrated transportation 
system, under the direct control and management of BN. 
Their capital budget and performance plans ar~ either 
estal>lished or approved annually by BN. Their ace.cunts are 

--su~r._v~sed by BN, and their financial results are 
- cons9lt~ated with BN! s .for reporting purposes. 

Each rail ~arrier subsidiary is required·to maintain 
excess cash in BN's surplus cash account, and each 1s 
peI'Illitted to draw from the account as required. BN 
de~erra1nes equ1pme·nt purchases and assigns motive power on a 
ca:'..l:,•- basi-s for each of its ·rail carrier subsidiarh!:. T:ie· 
rail carrier subsidiaries solicit traffic for each other and 
do NO~ compete. The-directors of each subsi~iary are ' 
se'lected by BN and are usually directors or· ofncers-·or BN, 
The principal officers of each subsidiary are also usually.· 
officers or BN. 

The revenues of the motor carrier subsidiaries are 
generally derived from services perfor-s:e1 for BN, including 
auba:t.Ltµte.,.J:ine-haul service, ramping, deramping and 
drayage;· and transportation of BN'.""owne5'1 ma1;er1~1.. Inte_r
c-0rporat~ hauling for BN and about 25 or its subsidiaries is 
also performed by motor carrier sub~idi~ries. They lease 

Digitize<f by Go gle Origillal from 

PENN STATE 



586

facilities from BN, obtain substantial .management support
from BN, and have common officers and directors in a number
of instances.

•'The actual operation of BN and its subsidiaries is
clearly as a single system within the scope of the
established doctrine. In the KCS , . Katy and SP cases, motor
carrier subsidiaries were also involved when the Commission
determined that it did not have jurisdiction under the
single system doctrine. In the SP case, pg. 867, footnote
2, it was found that the creation of a holding company to
control a railroad which in turn controlled a motor, carrier
constituted a change in form, rather than substance, of the
motor carrier control. Thus, even with subsidiary motor
carriers, BN clearly fits within the single system doctrine.

GCA asks us essentially to reconsider the single system
. doctrine. We decline to do so in this proceeding. We

continue to believe that regulatory scrutiny is not
appropriate, under 49 U.S.C. §11343, where a noncarrier
acquires, control of an existing, single integrated carrier-
system". Such a situation involves only a change in stock
ownership and the insertion of a new corporate entity at 'the
top of an otherwise undisturbed chain of affiliated 1

carriers. It does not involve the type of change in carrier
relationships or competitive structure contemplated by
section 11343.

. • In this connection, various intercorporate
relationships involving BN have already been approved by the
Commission. In such circumstances, no regulatory purpose.,
would be served by requiring further approvals simply
because BN is creating a holding company.

• REOPENING THE BN-FRISCO MERGER

-C-CA and Minnesota argue that the formation of a holding
company, by 321 Kill violate our decision authorizing the
merger of the St. Louis-San Francisco Railway" Company
-(Srisco) into BN. Burlington Northern, Inc. -Cootrol- Jk
Merser-St". L. , 360 I.C.C. 76H (1980) BN-FriscoK This
merger was consummated on November 21, 1980. GCA alleges ",
that- the .Commission. was misled _ajid was induced to
misunderstand management plans for BN's financial
structure. GCA asks us to enjoin the implementation of the
.holding company formation because it will jeopardize the
financial ' strength of BN as a-railroad. ~

'

~ \

GCA' cites numerous passages in the -BN-Prisco decision
to support its proposition that we were; misled. We have
reviewed the record in the BN-Frlsco case and the decision ■
itself. We find no misleading representations in that case.

..-We
"
imposed no conditions on our approval of the

BN-Frisco merger concerning the retention of assets or the
formation .of a holding company. Our major concern in that
case was not the corporate structure of BN, but whether
carrier... operations could be made. more efficient and less
costly fcthrough the merger without disrupting essentialservice, Id_. at 934. We considered the cost savings to the
railroad, the efficiencies which could be implemented by the
"railroad-," and the harm to competition from the merger. All
of these factors weighed in favor of the merger. We see no
reason to reopen the BN-Frlsco merger case.
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' "
JURISDICTION UNDER 49 U.S.C. §11348(a)

:._ GCA contends that we can exert jurisdiction over the
proposed holding company under 49 U.S.C. §11348(a) in this
proceeding. This is not so. We may only assert • ; .

jurisdiction over a noncarrier under section 11348 as a
result of our authorization of a transaction under 49
U.S.C. §113^3. Here, there is no transaction for us to
approve under section 11343. Since no holding company
existed at the time we approved the 3N-Frisco merger, that
transaction cannot serve as a basis for exerting
Jurisdiction under section 11348.

MORTGAGE BOND JURISDICTION

. :^jCA and Minnesota assert that restrictions in two
outs'tanding long term securities (Northern Pacific Railway
Company Prior Lien Mortgage Bonds, 4 percent, due 1997,
outstanding debt $81,699,000, and General Lien Mortgage
Bonds, 3 percent, due 2047, outstanding balance $52,732,000,)
foreclose any transfer of assets to a holding company.
Minnesota .alleges that it is. a holder of the =4-percer.t bonds
due 1997, and further alleges that the proposed creation of
a holding company and transfer of assets viol-ate the terms ,
•of, the bonds and impair its rights as a bondholder. - GCA is
apparently not a security holder and is thus without
standing to assert rights in the mortgages.

These securities were issued in I896, prior to
Congressional action subjecting securities' issuance to our
jurisdiction. With no jurisdiction over these securities,if would rTI5ff""be proper for us-t-o interpret the securities
terms. •

For a holder of the mortgages to seek- interpretation of"
the securities, his recourse would be to a court of
competent jurisdiction, not this Commission.

REOPENING THE NORTHERN LINES MERGER

BRAC asks us to reopen the merger approved' in Finance
Docket No. -21478, Great Northern Pac . -Merger-Great Northern,
331 I.C.C, 228 (1967) (Northern Lines Merger), which created
BN. It argues that condition 33 (discussed at 287-288 and
imposed at 359) permits us to reopen that case "to consider
the Impact on employees of the creation of a holding
company. We disagree.

Condition 33 reserved jurisdiction for only 5 'years for
the -specific purpose of either considering petitions for
inclusion" In BN, or cumulative and cross-over effects on -
other railroads from other consolidations being considered -
at ..that time. Clearly BRAC has not met the 5 year
limitation: the Northern Lines Merger was consummated on
March 2, 1970, and the reserved jurisdiction lost effect on
March 2, -1975. Just as clearly, BRAC is not another
railroad seeking inclusion or protection from cumulative .or
cross-over effects.

98-762 0-82-38
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a::>orove unde:::- section 113113. Since !'lo holding company 
existed at the time we approved the :ON-Frisco merser, that 
transaction cannot serve as a basis for ex~rting 
jur~~diction under section 11348. 

MORTGAGE BOND JURISDICTION 

__ :-~A and Minnesota assert that restrictions in two ..... 
outstanaing long term securities (Northern Pacific Railway 
Company Prior L~~n Mortgage Bonds, 4 percent,.due 1997, 
outstanding debt $81,699,000, and General Lien Mortgage 
Bonds, 3 percent, due 2047, outstanding balance $52,732,000.) 
foreclose any transfer of assets to a holding company. 
:•'.ir:!'le.so:ta _alleges that it is. a holder of the= 4-perce::-: bontis 
due 1997, and further alleges that the proposed crehtion of 

_a h~lding company and transfer of assets viol~te the terms , 
•o.t.: the bonds and impair its rights as a bondhol.Qer. - GCA is . 
apparently not a security holder and is thus without 
standing to assert rights in the mortgages. 

· -··Thes·e secu~iti~s were issu-ed in 1896, prior to 
Congressional action subjecting securities' issuance to our 
~r_is~i~tio!l~. With no jurisdiction over these securities• 
i~-woulo'noT"oe -proper for us-t~ "interpret the securities 
terms. , 

For a holder of the mortgages to seek-interpretation of" 
the securities, his recourse would be ~o a court of 
competent jurisdiction, n9t this Comm1s5-1on._ 

REOPENING THE NORTHERN LINES MERGER 

BRAC asks u.:. to reopen the merger approved' in Finance 
Docket No.·2i478, Great Northern Pac.-~erger-Great Northern, 
331 1.c.c. 228 (1967) (Northern Lines Merger), which created_ 
BN. It argues that condition 33 (discussed at_287-288 and 
imposed at 359) perniits us to reopen that case'to consider 
the impact on employees of the creation of a holding 
company. We disagree.· · 

Condition 33 reserved jurisdiction ror only 5· •years for 
·the·· -specific purpose of either considering petitions for 
inclusi.on· in BN, or cumulative and cross-over ef'f'ects on . 
other ·railroads from other consolidations being considered· 

· at:.t.hat time. Clearly BRAC has not met the 5 year 
·limitation: the Northern Lines Merger was con-summated on 
March 2, 1970, and the reserved jurisdiction lost effect .on 
March ~. ,1975. Just as clearly, BRAC is not another · 
railroad seeking inclusion or protection from cumulative .or. 
cross-over effects. 

98-762 
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Finance Docket No. 28583 (Sub-No. 1) et. al.

V

Under 49 U.S.C. §10327(g)(l) we may reopen a proceeding
on our own initiative if there is material error, new
evidence, or substantially, changed circumstances. BRAC's
petition presents none of these factors.

-'This action will not significantly affect either the
quality- of the human environment or the conservation of
energy.

It is ordered:
-1.- Jbe petitions are denied.

2. This decision is effective on the date served.

By the Commission, Acting Chairman Alexis,
Commissioners Gresham, Clapp, Trantum, and Gilliam.

AGATHA L. MERGENOVICH
CsEhITJ Secretary

UPRRIG-000608
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Under 49 u.s.c. §10327(g)(l) we may r~open a 
on ~ur own initiative if there is mater.ial error, 
evfdence, or substantially. changed circumstances. 
pet~~ion presents none or these factors • 

proceeding 
new 

BRAC's 

. :'This action will not significantly affect either the, 
quality- of the human environment or the conservation of 
energy. 

It is ordered: 

-1~ ~e petitions are denied. 

2. This de~ision is effective on the date served. 

By the Commission, Acting Chairman Alexis, 
Com.~issioners Gresham, Clapp, Trantum, and Gilliam. 

Digitized by Go gle 

AGATHA L. MERGENOVICH 
Secretary 

Origi11al from 

PENN STATE 



* * v- C - I V AC

53/1 - ſo
I-12-88
Vol. 53 No. 7

- ti- -- -- -- -- - -– -- -- - E- - ------
-

Tuesday
January 12, 1988

|

-->ºn- ſºtº Lº Zºº
|A ‘.. . .
JAW 15 gº

--------- - - - - - ---------- * -------**------- Jºº -º* -----,

United States
SECOND CLASS NEWSPAPER

PostageandFees Paid
U.S.GovernmentPrintingOffice
(ISSN0097–6326)

Government
Pinting Office
SUPERINTENDENT -
OfDOCUMENTS *****************5-grg IT 51,323Washington,DC20402* > . * FR Uttlv 504. Dºs iB58AFp ...º. $300 Uł4IV Cºf ILL Lºttº LIERHRY-

LPA4 BLUG
504 E. PE8#4 ºvt
£Hºttippº Ighi It tº 1820

UPRRIG-000609

1-12-88 
Vol. 53 

" 1\..--- L'fV,0 1 

53/1-,0 

No. 7 

United States 
Government 
Printing Office 
SUPERINTENDENT 
Of IXlCUMENTS 
Wawitogton, DC 20402 

,,J 

Tuesday 
January 12, 1988 

J.~N 1 5 i~f,.- 8 

SECOND CLASS NEWSPAPER 
Postage and Fees Paid 

U.S. Government Printing Office 
(ISSN 0097- 6326) 

OfFICIAL BUSINESS 
A f"R UNIV S04U 05 165Af" 

Pena1ty lor pnyate use. S300 LAtJ LIBRARY 

AVE 
lL 61820 

Origillcll from 

UNIVERSITY OF ILLINOIS AT 
URBANA-CHAMPAIGN 



Federal Register / Vol. 53, No. 8 / Wednesday, January 13, 1988 / Notices 809

The Committee will receive reports
from each of it

s

Subcommittees and may
address new business a

s appropriate.
Further information regarding this
meeting o

f

the Committee may be
obtained by contacting Gail F. Fisher,
Ph.D., Executive Secretary, National
Committee on Vital and Health
Statistics, Room 2–12, Center Building,
3700 East-West Highway, Hyattsville,
Maryland 20782, telephone (301) 436–
7050.

Date: December 17, 1987.

Manning Feinleib,

Director. National Center for Health
Statistics.

|FR Doc. 88–525 Filed 1–12–88; 8:45 am]
BILLING CODE 4160-17-ºl

INTERNATIONAL TRADE
COMMISSION

[Investigation No. 337–TA-267

Certain Minoxidil Powder, Salts and
Compositions for Use in Hair
Treatment; Commission Decision Not
To Review Initial Determination
Terminating One Respondent on the
Basis o

f
a Settlement Agreement

AGENCY: U.S. International Trade
Commission.

ACTION: Termination o
f respondent

Health International Laboratories, Inc.
on the basis o

f
a settlement agreement.

- -

Copies o
f

the ID and all other
nonconfidential documents filed in

connection with this investigation are
available for inspection during official
business hours (8:45 a.m. to 5:15 p.m.) in

the Office o
f

the Secretary, U.S.
International Trade Commission, 701 E

Street NW., Washington, DC 20436,
telephone 202–523–0.161.
Hearing-impaired individuals are
advised that information on this matter
can be obtained by contacting the
Commission's TDD terminal on 202–724–
0002.

By order o
f

the Commission.

Kenneth R
. Mason,

Secretary.

Issued: January 5
,

1988.

[FR Doc. 88–569 Filed 1–12–88; 8:45 am]
BiLLING CODE 7020-02-M.

SUMMARY: Notice is hereby given that
the U.S. International Trade
Commission has determined not to

review an initial determination (ID)
terminating Health International
Laboratories, Inc. a

s
a respondent in the

above-captioned investigation on the
basis o

f
a settlement agreement.

FOR FURTHER INFORMATION contact:
Wayne W. Herrington, Esq., Office o

f

the General Counsel, U.S. International
Trade Commission, 701 E Street NW.,
Washington, DC 20436, telephone 202–
523–3395.

SUPPLEMENTARY INFORMATION: On
December 11, 1987, the presiding

administrative law judge issued an ID

(Order No. 44) granting the joint motion

o
f complainant The Upjohn Company

and respondent Health International
Laboratories, Inc. to terminate the
investigation with respect to Health
International Laboratories on the basis

o
f
a settlement agreement. No petitions

for review o
f

the ID and no government
agency o

r public comments were
received.
This action is taken under the
authority o

f

section 337 o
f

the Tariff Act

o
f

1930 (19 U.S.C. 1337) and 1
9 CFR

210.53(h).

[Investigation No. 337-TA-270)

Certain Noncontact Tonometers;
Termination o

f Investigation as to a

Respondent on the Basis of a
Settlement Agreement

AGENCY: U.S. International Trade
Commission.

ACTION: Nonreview of an initial
determination granting a joint motion to
terminate the investigation a

s to

respondent P.A. Consulting Services,
Ltd. (“P.A.") on the basis o

f
a settlement

agreement.

SUMMARY: On November 23, 1987,
complainant Cambridge Instruments,
Inc. and respondent P.A. filed a joint
motion to terminate this investigation a

s

to P.A. on the basis of a settlement
agreement. On December 8

,

1987, the
presiding administrative law judge
issued a

n

initial determination ("ID")
granting the joint motion to terminate
the investigation. The Commission
published a notice o
f

the ID on
December 16, 1987 (52 FR 47766). The
Commission determined not to review
the ID.

For FuRTHER INFORMATION CONTACT:
Timothy M. Reif, Esq., Office of the
General Counsel, U.S. International
Trade Commission, Washington, DC
20436, telephone 202–523–5937.

SUPPLEMENTARY INFORMATION: This
action is taken under the authority o

f

section 337 o
f

the Tariff Act o
f

1930 (19
U.S.C. 1337) and Commission rule 210.53
(19 CFR 210.53).
Copies o

f

the ID and all other
nonconfidential documents filed in

connection with this investigation are
available for inspection during official
business hours (8:45 a.m. to 5:15 p.m.) in

the Office o
f

the Secretary. U.S.
International Trade Commission, 500 E

Street, SW., Washington, DC 20436,
telephone 202–252–1000.
Hearing-impaired individuals are
advised that information on this matter
can be obtained by contacting the
Commission's TDD terminal on 202–724–
0002.

By order o
f

the Commission.
Kenneth R

. Mason,

Secretary.

Issued: January 5
,

1988.

[FR Doc. 88–568 Filed 1–12–88; 8.45 am]
BiLLINGCODE 7020-02-M.

INTERSTATE COMMERCE
COMMISSION

[Finance Docket No. 31.200]

Chemical Lime, Inc.; Acquisition and
Operation Exemption; Rail Lines of
CSX Transportation, Inc.

Chemical Lime, Inc. (CLI), a

noncarrier has filed a notice of
exemption to acquire and operate
approximately 45.26 miles o
f

railroad
extending from milepost SR 838.26 to

milepost SR 793.0, between Sulphur
Springs and Shands, FL from CSX
Transportation, Inc. (CSX). The
agreement for transfer o

f

the line
between CLI and CSX is to be
consummated on or before December 31,
1987.

Any comments must be filed with the
Commission and served on David H.
Baker, Holland & Knight, Suite 900, 888
17th Street, NW., Washington, DC 20006.
The notice is filed under 49 CFR
1150.31. If the notice contains false or
misleading information, the exemption is

void ab initio. Petitions to revoke the
exemption under 49 U.S.C. 10505(d) may

b
e

filed a
t any time. The filing of a

petition to revoke will not automatically
stay the transaction.

Decided: December 28, 1987.

By the Commission. Jane F. Mackall.
Director, Office o

f Proceedings.
Noreta R. McGee,

Secretary.

[FR Doc. 88–408 Filed 1–12–88; 8:45 am]
BILLING CODE 7035-01-M

[Finance Docket No. 31185]

Leadville-Climax Shortline Railway Co.;
Acquisition and Operation Exemption;
Rail Lines of Burlington Northern
Railroad Co.

Leadville-Climax Shortline Railway
Company (LCSR), a noncarrier, has filed

UPRRIG-000610
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The Committee will receive reports 
from each of its Subcommittees and may 
address new business as appropriate. 

Further information regarding this 
mee ting of the Committee may be 
obtained by contacting Gail F. Fisher, 
Ph.D., Execu tive Secreta ry, National 
Committee on Vital and Health 
Statistics. Room 2-12, Center Building. 
3700 East-West Highway. Hyattsville. 
Maryland 20782, telephone (301) 436-
7050. 

Dale: December 17, 1987. 
Manning Feinleib, 
Director. Notional Center for Health 
Statistics. 
lfR Doc. 88-525 Filed 1-12-88; 8:45 aml 
BILLING CODE 4111>-17-11 

INTERNATIONAL TRADE 
COMMISSION 

[Investigation No. 337-TA-267 

CertaJn Minoxidil Powder, Salts and 
Compoeitiona for UN In Hair 
Treatment; Commission Decision Not 
To Review Initial Determination 
Terminating One Respondent on the 
Basis of a Settlement Agreement 

AGENCY: U.S. International Trade 
Commission. 
ACTION: Termination of respondent 
Health International Laboratories. Inc. 
on the basis of a settlement agreement. 

SUMMARY: Notice is hereby given tha t 
the U.S. International Trade 
Commission has determined not to 
review an initial determination (ID) 
terminating Health International 
Laboratories. Inc. as a respondent in the 
above-captioned investigation on the 
basis of a settlement agreement. 
FOR FURTHER INFORMATION CONTACT: 
Wayne W. Henington, Esq., Office of 
the General Counsel, U.S. International 
Trade Commission, 701 E Street NW .• 
Washington, DC 20436, telephone 202-
523-3395. 
SUPPLEMENTARY INFORMATION: On 
December 11, 1987, the presiding 
administrative law judge issued an ID 
(Order No. 44) granting the joint motion 
of complainant The Upjohn Company 
and respondent Health International 
Laboratories. Inc. to terminate the 
investigation with respect to Health 
International Laboratories on the basis 
of a settlement agreement. No petitions 
for review of the ID and no government 
agency or public comments were 
received. 

This action is taken under the 
authority of s.ection 337 of the Tariff Act 
of 1930 (19 U.S.C. 1337) and 19 CFR 
210.53fh). 

Digitized by o ge 

Copies of the ID and all other 
nonconfidentia l documents filed in 
connection with this investigation are 
available for inspection during officia l 
business hours (8:45 a.m. to 5:15 p.m.) in 
the Office of the Secretary. U.S. 
Internationa l Trade Commission. 701 E 
Street NW., Washington. DC 20436, 
telephone 202-523--0161 . 

Hearing-impaired individuals are 
advised that information on this matter 
can be obtained by contacting the 
Commission's TDD terminal on 202-724-
0002. 

By order of the Commission. 
Kenneth R. Moson, 
Secretary. 

Issued: Ja nuary 5. 1988. 
!FR Doc. 88-569 Filed 1-12-£8; 8:'1 5 am j 
BILLING COO£ 7020-02-M 

[Investigation No. 337-TA-270] 

Certain Noncontact Tonometers; 
Termination of Investigation as to a 
Respondent on the Basis of a 
Settlement Agreement 

AGENCY: U.S. International Trade 
Commission. 
ACTION: Nonreview of an initial 
determination granting a joint motion to 
terminate the investigation as to 
respondent P.A. Consulting Services, 
Ltd. ("P.A.") on the basis of a settlement 
agreement. 

SUMMARY: On November 23, 1987, 
complainant Cambridge Instrumen ts, 
Inc. and respondent P.A. filed a joint 
motion to terminate this investigation as 
to P.A. on the basis of a settlement 
agreement. On December 8, 1987, the 
presiding administrative law judge 
issued an initial determination ("ID") 
granting the joint motion to terminate 
the investigation. The Commission 
published a notice of the ID on 
December 16. 1987 (52 FR 47766) . The 
Commission determined not to review 
the ID. 

FOR FURTHER INFORMATION CONTACT: 
Timothy M. Reif. Esq., Office of the 
General Counsel, U.S. International 
Trade Commission, Washington, DC 
20436, telephone 202-523-5937. 

SUPPLEMENTARY INFORMATION: This 
action is taken under the authority of 
section 337 of the Tariff Act of 1930 (19 
U.S.C. 1337) and Commission rule 210.53 
(19 CFR 210.53). 

Copies of the ID and all other 
nonconfidential documents filed in 
connection with this investigation are 
available for inspection during official 
business hours (8:45 a .m. to 5:15 p.m.) in 

the Office of the Secretary. U.S. 
Internationa l Trade Commission. 500 E 
Street. SW .. Washington. DC 20436, 
telephone 202-252-1000. 

Hearing-impaired individmils are 
advised that information on this matter 
can be obtained by contact ing the 
Commission's TDD terminal on 202-724-
0002. 

By order of the Commission. 
Kenneth R. Mason, 
Secretary. 

Issued: Ja nuary 5. 1988. 

(FR Doc. 88-568 Filed 1-12-£8: 8:45 Rm ) 
BILLING COO£ 70~2-M 

INTERSTATE COMMERCE 
COMMISSION 

(Finance Docket No. 31200) 

Chemical Ume, Inc.; Acquisition and 
Operation Exemption; Rail Lines of 
CSX Transportation, Inc. 

Chemical Lime. Inc. (CU). a 
noncarrier has filed a notice of 
exemption to acquire and operate 
approximately 45.26 miles of railroad 
extending from milepost SR 838.26 to 
milepost SR 793.0, between Sulphur 
Springs and Shands. FL from CSX 
Transportation, Inc. (CSX). The 
agreement for transfer of the line 
between CU and CSX is to be 
consummated on or before December 31, 
1987. 

Any comments must be filed with the 
Commission and served on David H. 
Baker, Holland & Knight. Suite 900. 888 
17th Street. NW., Washington, DC 20006. 

The notice is filed under 49 CFR 
1150.31. If the notice contains false or 
misleading information, the exemption is 
void ab initio. Petitions to revoke the 
exemption under 49 U.S.C. 10505(d) may 
be filed at any time. The filing of a 
petition to revoke will not automatically 
stay the transaction. 

Decided: December 28. 1987. 
By the Commission. Jane F. Mackfl ll, 

Director. Office of Proceedings. 
Noreta R. McGee, 
Secretory. 
!FR Doc. 88--408 filed 1-12-88: 8:45 aml 
IIILUNQ coo« 7036-01-11 

I Finance Docket No. 311851 

Leadvlne-Cllmax Shortllne Railway Co.; 
Acquisition and Operation Exemption; 
Rall Lines of Burlington Northern 
Railroad Co. 

Leadville-Climax Shortline Railway 
Company (LCSR). a noncarrier. has fil ed 
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a notice of exemption to acquire and
operate approximately 13.74 miles of
railroad of Burlington Northern Railroad
Company (BN), located in Colorado. The
line extends from BN milepost 137.47 at
Climax, CO, to BN milepost 151.21 at
Leadville, CO. The agreement for
transfer of the lines between LCSR and
BN was to be consummated on or before
January 1, 1988.
This transaction will also involve the
issuance of securities by LCSR, which
will be a class III carrier. The issuance
of these securities is an exempt
transaction under 49 CFR 1175.1.
Any comments must be filed with the
Commission and served on Stephanie
Shaw Olsen, Leadville-Climax Shortline
Railway Company, Leadville, CO 80461.
The notice is filed under 49 CFR
1150.31. If the notice contains false or
misleading information, the exemption is
void ab initio. Petitions to revoke the
exemption under 49 U.S.C. 10505(d) may

be filed at any time. The filing of a
petition to revoke will not automatically
stay the transaction.

Decided: December 28, 1987.

By the Commission, Jane F. Mackall,
Director, Office of Proceedings.

Noreta R. McGee,

Secretary.

[FR Doc. 88–409 Filed 1–12–88; 8:45 am]
BiLLING CODE 7035-01-M

[Docket No. AB-55 (Sub-No. 228X)]

CSX Transportation, Inc.;
Abandonment Exemption in Ross
County, OH

Applicant has filed a notice of
exemption under 49 CFR Part 1152,
Subpart F-Exempt Abandonments to
abandon its 9.55-mile line of railroad
between valuation station 4631 + 63
(milepost 87.81) near Musselman and
valuation station 5135+50 (milepost

97.36) near Chillicothe, in Ross County,
OH.
Applicant has certified that (1) no
local traffic has moved over the line for
at least 2 years and that overhead traffic
is not moved over the line or may be
rereouted and (2) no formal complaint

filed by a user of rail service on the line
(or by a State or local governmental
entity acting on behalf of such user)
regarding cessation of service over the
line either is pending with the
Commission or any U.S. District Court,
or has been decided in favor of the
complainant within the 2-year period.

The appropriate State agency has been
notified in writing at least 10 days prior

to the filing of this notice.
As a condition to use of this
exemption, any employee affected by

the abandonment shall be protected
pursuant to Cregon Short Line R. Co.—
Abandonment—Goshen, 360 I.C.C. 91

(1979).

The exemption will be effective on
February 12, 1988 (unless stayed
pending reconsideration). Petitions to
stay must be filed by January 22, 1988
and petitions for reconsideration,
including environmental, energy, and
public use concerns, must be filed by
February 1, 1988 with: Office of the
Secretary, Case Control Branch,
Interstate Commerce Commission,

Washington, DC 20423.
A copy of any petition filed with the
Commission should be sent to
applicant's representative: Lawrence H.
Richmond, CSX Transportation, 100
North Charles Street, Baltimore, MD
21201.

If the notice of exemption contains
false or misleading information, use of
the exemption is void ab initio.
Applicant has filed an environmental
report which addresses environmental
or energy impacts, if any, from this
abandonment.

The Section of Energy and
Environment (SEE) will prepare an
environmental assessment (FA) and will
serve it on all parties by January 18,

1988. Other interested persons may

obtain a copy of the EA from SEE by
writing to it (Room 3115, Interstate
Commerce Commission, Washington,

DC 20423) or by calling Carl Bausch,
Chief, SEE, at (202) 275–7316.
A notice to the parties will be issued if
use of the exemption is conditioned
upon environmental or public use
conditions.

Decided: January 7, 1988.
By the Commission, Jane F. Mackall,
Director, Office of Proceedings.

Noreta R. McGee,

Secretary.

[FR Doc. 88–653 Filed 1–12–88; 8:45 am]
BILLING CODE 7035-01-M

DEPARTMENT OF LABOR

Pension and Welfare Benefits
Administration

[Application No. D–6978] et al
.

Proposed Exemptions; Central States,
Southeast and Southwest Areas
Pension Fund et al.

AGENcy: Pension and Welfare Benefits
Administration, Labor.

Action: Notice o
f proposed exemptions.

suMMARY: This document contains
notices o

f pendency before the
Department o

f

Labor (the Department)

o
f proposed exemptions from certain o
f

the prohibited transaction restrictions o
f

the Employee Retirement Income
Security Act of 1974 (the Act) and/or the
Internal Revenue Code o

f

1954 (the
Code).

Written Comments and Hearing
Requests

All interested persons are invited to

submit written comments o
r requests for

a hearing on the pending exemptions.
unless otherwise stated in the Notice of
Pendency, within 45 days from the date

o
f publication o
f

this Federal Register

notice. Comments and requests for a

hearing should state the reasons for the
writer's interest in the pending
exemption.

ADDRESS: All written comments and
requests for a hearing (at least three
copies) should b

e

sent to the Pension
and Welfare Benefits Administration,

Office o
f Regulations and

Interpretations, Room N–5669, U.S.
Department o

f Labor, 200 Constitution
Avenue NW, Washington, DC 20210.
Attention: Application No. stated in

each Notice o
f Pendency. The

applications for exemption and the
comments received will be available for
public inspection in the Public
Documents Room of Pension and

Welfare Benefit Programs, U.S.
Department o

f Labor, Room N–4677, 200
Constitution Avenue NW, Washington,
DC 20210.

Notice to Interested Persons

Notice o
f

the proposed exemptions

will be provided to all interested
persons in the manner agreed upon by
the applicant and the Department within

1
5 days o
f

the date o
f publication in the

Federal Register. Such notice shall
include a copy o

f

the notice o
f pendency

o
f

the exemption a
s published in the

Federal Register and shall inform
interested persons o

f

their right to

comment and to request a hearing

(where appropriate).

SUPPLEMENTARY INFORMATION: The
proposed exemptions were requested in

applications filed pursuant to section
408(a) o

f

the Act and/or section
4975(c)(2) o

f

the Code, and in

accordance with procedures set forth in

ERISA Procedure 75–1 (40 FR 18471,
April 28, 1975). Effective December 31,
1978, section 102 o

f Reorganization Plan
No. 4 o

f

1978 (43 FR 47713, October 17,
1978) transferred the authority o

f

the
Secretary o

f

the Treasury to issue
exemptions o

f

the type requested to the
Secretary o

f

Labor. Therefore, these

notices o
f pendency are issued solely b
y

the Department.

UPRRIG-000611
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a noti ce of exemption to acqu ire and 
operate a pproximately 13.74 miles of 
railroad of Burlington Northern Railroad 
Company (BN). located in Colorado. The 
line extends from BN milepos t 137.47 at 
Cl imax, CO, to BN milepost 151 .21 at 
Leadville, CO. The agreement for 
transfer of the lines between LCSR and 
BN was to be consumma ted on or before 
Ja nuary 1, 1988. 

Th is transaction will al so invol ve the 
issua nce of securities by LCSR. which 
will be a cldss Ill carrier. The issuance 
of these securiti es is an exempt 
transac tion under 49 CFR 11 75.1. 

Any comments must be fil ed w ith the 
Commission and served on Stephanie 
Shaw Olsen. Leadville-Climax Shurtline 
Rai lway Company, Leadvi lle, CO 80461 . 

The notice is filed under 49 CFR 
1150.31. If the not ice conta ins fal se or 
misleatling information. the exemption is 
void ab initio. Petitions to revoke the 
exemption under 49 U.S.C. 10505(d) may 
be filed at any time. The filing of a 
petition to revoke will not automatically 
stay the tr:rnsaction. 

DeciJed: December 28. 1987. 
By the Commission, Jane F. Mackilll, 

Director, Office of Proceedings. 
Noreta R. McGee, 
Secretary. 
[FR Doc. 88-409 Filed 1-12--88; 8:45 a m) 
BILLING CODE 703H1-M 

[Docket No. AB-55 (Sub-No. 228X)J 

CSX Transportation, Inc.; 
Abandonment Exemption In Ross 
County, OH 

Appli cant has filed a notice of 
exemption under 49 CFR Part 1152, 
Subpart F-Exempt Abandonments to 
abandon its 9.55-mile line of railroad 
between valuation station 4631 + 63 
(milepost 87.81) near Musselman and 
va luation station 5135 + 50 (milepost 
97.36) near Chillicothe, in Ross County, 
OH. 

Appli cant has certified that (1) no 
loca l traffic has moved over the line for 
at least 2 years and that overhead traffi c 
is not moved over the line or may be 
rereouted and (2) no formal complaint 
filed by a user of rail service on the line 
(or by a State or local governmental 
entity acting on behal f of such user) 
regarding cessation of service over the 
line either is pending with the 
Commission or any U.S. District Court, 
or has been decided in favor of the 
complainant within the 2-year period. 
The appropriate State agency has been 
notified in writing at least 10 da ys prior 
to the filing of this notice. 

As a condition to use of this 
exemption, any employee affected by 

Digitized by Go gle 

the abandonment shall be protected 
pursuant to Oregon Short Line R. Co.
Abandonment-Goshen, 360 l.C.C. 91 
(1979 ). 

The exemption will be effective on 
February 12, 1988 (unless stayed 
pending reconsideration). Petitions to 
stay must be filed by January 22, 1988 
and petitions for reconsideration, 
including environmenta l, energy, and 
public use concerns, must be fil ed by 
February 1, 1988 with: Office of the 
Secretary. Case Control Branch, 
Interstate Commerce Commission, 
Washington , DC 20423. 

A copy of any petition filed with the 
Commission should be sen t to 
applicant's representative: Lawrence H. 
Richmond, CSX Transportation, 100 
North Charles Street, Baltimore. MD 
21201. 

If the noti ce of exemption conta ins 
fa lse or misleading informat ion, use of 
the exemption is void ab initio. 

Applicant has fil ed an environmental 
report which addresses environmental 
or energy impacts, if any, from th is 
aba ndonment. 

The Section of Energy and 
Environment (SEE) will prepare an 
environmentc1l assessment (EA) and will 
serve it on all parties by Jan uary 18, 
1988. Other interested persons may 
obtain a copy of the EA from SEE by 
writ ing to it (Room 3115, Interstate 
Commerce Commission, Washington, 
DC 20423) or by calling Ca rl Bausch, 
Ch ie f, SEE, at (202) 275-7316. 

A notice to the parties will be issued if 
use of the exemption is conditioned 
upon environmental or public use 
conditions. 

Decided: January 7, 1988. 
By the Commission, Jane F. Mack,J ll, 

Di rector. Office of Proceedings. 
Noreta R. McGee, 
Secretary. 
[FR Doc. 88-653 Filed 1-12-68; 8:45 am] 
BILLlffG COOE 703!Hl1-II 

DEPARTMENT OF LABOR 

Pension and Welfare Benefits 
Administration 

[Application No. D-69781 et al. 

Proposed Exemptions; Central States, 
Southeast and Southwest Areas 
Pension Fund et al. 

AGENCY: Pension and Welfare Benefits 
Administra tion, Labor. 
ACTION: Notice of proposed exemptions. 

SUMMARY: This document contains 
notices of pendency before the 
Department of Labor (the Department) 

of proposed exemptions from certain of 
the prohibited transaction restrictions of 
the Employee Retirement Income 
Security Act of 1974 (the Act) and/or the 
Internal Revenue Code of 1954 (the 
Code). 

Written Comments and Hearing 
Requests 

All interested persons are invited to 
submit written comments or requests for 
a heari ng on the pending exemptions. 
unless otherwise stated in the Notice of 
Pendency, within 45 days from the date 
of publication of this Federal Register 
notice. Comments and requests for a 
hearing should state the reasons for the 
writer's interest in the pending 
exemption. 

ADDRESS: All written comments and 
requests for a hearing (at least three 
copies) should be sent to the Pension 
and Welfare Benefits Administration. 
Office of Regu lat ions and 
Interpretations, Room N-5669, U.S. 
Department of Labor, 200 Constitution 
Avenue NW., Washington, DC 20210. 
Atten tion: Appli cation No. stated in 
each Notice of Pendency. The 
applica tions for exemption and the 
comments received will be available for 
pub lic inspection in the Public 
Documents Room of Pension and 
Welfa re Benefit Programs, U.S. 
Department of Labor, Room N-4677, ZOO 
Constitution Avenue NW, Washington, 
DC 20210. 

Notice to Interested Persons 

Notice of the proposed exemptions 
will be provided to all interested 
persons in the manner agreed upon by 
the applicant and the Department within 
15 days of the date of publication in the 
Federal Register. Such notice shall 
include a copy of the notice of pendency 
of the exemption as published in the 
Federal Register and shall inform 
interested persons of their right to 
comment and to request a hearing 
(where appropriate). 

SUPPLEMENTARY INFORMATION: The 
proposed exemptions were requested in 
applications filed pursuant to section 
408(a) of the Act and/or section 
4975(c)(2) of the Code, and in 
accordance with procedures set forth In 
ERISA Procedure 75-1 (40 FR 18471, 
April 28, 1975). Effective December 31, 
1978, section 102 of Reorganization Plan 
No. 4 of 1978 (43 FR 47713, October 17, 
1978) transferred the authority of the 
Secretary of the Treasury to issue 
exemptions of the type requested to the 
Secretary of I.a bor. Therefore, these 
notices of pendency are issued solely by 
the Department. 

Original from 
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irritated Collis P. Huntington, whose Central Pacific also had to settle with the 
government, told a reporter the Union Pacific crowd was composed of idiots 
who did not know what they were about. 38 

Once Schiff realized the government was serious about demanding a cash 
settlement, he saw no choice but to open negotiations on that basis. Late in 
January agreement was reached on a foreclosure plan with the committee 
guaranteeing a bid of nearly $45.8 million for the government's interest. This 
arrangement would terminate the government's role immediately after foreclo
sure, but it also obliged Schiff to form a second syndicate for underwriting the 
funds required for the bid. In return the bankers would receive 100 percent in 
new first mortgage bonds and 50 percent in new preferred stock. The Fitzgerald 
committee then modified its plan by reducing the amount of new firsts used in 
the reorganization from $100 million to $75 million. This was done by asking 
two classes of bondholders to accept fewer bonds and more preferred stock. 39 

No sooner was this agreement reached than rumors swirled that an unidenti
fied party was prepared to bid $10 million higher for the Union Pacific than the 
committee. Speculation was rampant on who the challenger might be, but no 
one mentioned the name that tossed in Schiffs mind. The pattern of resistance 
to the committee continued, and fresh snags developed with the government. 
Even worse, Schiff found little enthusiasm for the new syndicate on Wall Street 
or abroad. A banker observed that Schiff had "a 40 million syndicate for U. P. 
on hand and its a little slow. he will have to carry a big chunk himself, and use 
all his friends . " 40 

And his foes. Schiff had no way of knowing what role if any Harriman had 
played in his difficulties , but he was in no mood to take unnecessary chances. 
Back he went to see Harriman, this time with an explanation of why Pierce 
should be chairman of the executive committee. It was Pierce, he explained, 
who had brought the business to Kuhn, Loeb, which put Schiff in his debt. As 
Gould's counsel, Pierce represented large interests in the Union Pacific, some 
of whom were cool if not hostile to Harriman . But Schiff had a proposition: 
Harriman could have a seat on the board and a place on the executive 
committee. "Then," he added, "if you prove to be the strongest man in that 
committee, you'll probably get the chairmanship in the end. " 41 

"All right," Harriman replied without hesitation, "I'm with you." 
As part of the arrangement Harriman joined the syndicate, taking a share of 

$900,000. It was the only role he would play in the reorganization. 
After this bargain was struck, the committee marched steadily toward the 

foreclosure sale. When the government found fault with a provision for the 
Omaha Bridge mortgage and threatened an appeal, the committee raised its bid ' 
$5 miJlion to avoid the delay. The only formality left was assurance from 
Attorney General Joseph E. McKenna that he would not appeal the foreclosure sale 
scheduled for November 1, 1897 . No one expected any trouble because, as a 
committee member observed, ' ' the agreement between the committee and the 
Attorney General is complete in every detail." McKenna encouraged the notion ' 
that more than one bid would be offered but said nothing to suggest that the' 
sale would not be held. However, someone was attacking the committee and 



UPRRIG-000616

RAILROAD FOR SALE: The Union Pacific is old out of receivership at the freight 
depot in Omaha, November 1897. 

the Schiff syndicate violently through the press in hopes of delaying the sale. ln 
response the influential Commercial and Financial Chronicle declared emphati
caJly that it would be ''nothing less than a public calamity to upset the 
arrangement at this state. " 42 

On October 25, a week before the sale, McKenna dropped a bombshell by 
announcing that he would ask the court to postpone the sale until December 15 
so that the new Congress might consider the matter. Speculation was rampant 
over his motives. Some said the McKinley administration had been swayed by 
pleas from a rivaJ syndicate alJegedly organized by Russell Sage and General 
Samuel Thomas , an Ohio Republican with political clout. Others saw an 
attempt by the new administration to protect itself from a deal cut by its 
Democratic predecessor. There was also the question of some $8 million in 
disputed claims that had never been resolved. " 43 

Whatever McKenna's motives, the last thing anyone wanted was to throw 
the issue back into the lap of Congress, where it had already died a hundred 
deaths. An incensed Schiff found himself in a difficult position. The syndicate 
assumed it had an agreement with the government and had advanced funds, 
called for assessments, and entered into contracts requiring large outlays such 
as one with Morgan calling for the purchase of several million dollars worth of 
securities. All these arrangements would be jeopardized by the delay. More
over, the deposit of about $7 million in earnest money had to be made within a 
few days if the sale was to proceed as planned. And he was anxious to get hold 
of the road, for business was booming. The general manager reported · ' the 
most extraordinary revival ever known along the whole line . '' It was not a time 
to dawdle or give Congress another oar. 44 
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Under the circumstances Schiff saw no choice but to submit to what amounted 
to a polite form of extortion. Fitzgerald's committee telegraphed McKenna that 
it would increase the bid another $8 million to include the disputed daims if he 
would allow the sale to be held as planned. Only the Union Pacific main line 
would be included; the committee would consent to postponement of the 
Kansas Pacific sale to whatever date suited the government. In effect tbe 
committee raised the white flag of surrender and agreed to pay the entire 
amount of principle and accrued interest on the bonds . After nearly thirty years 
of bitter wrangling the government would receive every cent claimed by it. 
McKcnna accepted the offer at once, and the sale was on again. 

By eleven o'clock on a gray Nov_ember morning a crowd of 500 people 
gathered expectantly .outside the Union Pacific freight depot in Omaha, waiting 
to see if the sale would come off and if more than one bidder would appear. 
William D. Cornish, the master in chancery, mounted the platform and began 
reading aloud the description of the property. Forty minutes later, as Cornish 
neared the end, Louis Fitzgerald stepped onto the platform. Comish paused, 
then drew out another document and began reading aloud a protest from Frank 
Trumbull, the Gulf line receiver, over the sale. That done, Cornish announced 
his willingness to accept bids . There was a moment's silence before Fitzgerald 
made his bid. "Are there any more bids?" Cornish asked. Necks craned eagerly 
in every direction, but no other bids were forthcoming. 45 

The sale was over in minutes, a strange anticlimax to so protracted a fight. 
The committee paid nearly $58.5 million, less the $18.2 million in the sinking 
fund, or $40 .3 million for the Union Pacific main line. In addition, it had to buy 
up $27.6 million worth of first mortgage bonds and $13.6 million in other 
securities for a total of $81 .5 million. Some investors, disheartened by the 
bjgher price paid the government, sold off their stock during the next few 
weeks. Wiser heads saw that the stock was among the most undervalued on the 
market and bought heavily in anticipation of improved earnings. One of them 
was Harriman, who quietly loaded up on Union Pacific. He joined Winslow 
Pierce, Marvin Hughitt , banker James Stillman , and Otto H. Kahn of Kuhn, 
Loeb on an advisory commit.tee named to oversee the Union Pacific until the 
new company organized. 46 

The sale of the Kansas Pacific was postponed first to December 15, then to 
February 1898. For weeks the committee and the government haggled over 
terms before reaching agreement . The sale then went off without a hitch, 
ensuring that the Kansas division would remain part of the system. The new 
Union Pacific was chartered in Utah and took formal control from the receivers 
on January 31, 1898; two months later the receivers handed over the Kansas 
division. The long night of the receivership was over, yet so complicated had 
its affairs been and so many details were there to resolve that the court did not 
finally discharge the last receiver until November 1900. 47 

For months there had been incense curiosity in New York and rampant anxiety 
in Omaha over what changes would be made in the management after the 
reorganization. The betting in both places was that Silas Clark would remain as 
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president and preside over much the same staff he had as receiver. But Clark 
had been ill. since summer and so had comptroller Oliver Mink, who was 
expected to reclaim the vice-presidency. In December, with the sale safely 
past, Clark announced that he would not become president of the new company 
because of ill health. Speculation arose at once over his successor. Some 
thought it would be Horace Burt, an engineer who had risen to third vice
president of the Northwestern and served as Hu_ghitt's assistant. Others boosted 
Charles S. Mellen, president of the Northern Pacific, whose experience in
cluded a controversial stint with the Union Pacific under the regime of Charles 
Francis Adams , Jr. , during the 1880s. 48 

Late in December 1897 the committee named Burt as the new president, 
declaring that it wanted an experienced railroad man at the helm in Omaha. The 
Union Pacific would continue to be run as it always had been, with its financial 
office in the East and its operating head in Omaha. Burt's first executive order 
confirmed that Edward Dickinson would remain as general manager. John A. 
Munroe as freight traffic manager, E. L. Lomax as general passenger agent, 
and John B. Berry as chief engineer. The general solicitor, John M. Thurston, 
had been elected to the United States Senate in 1895 and surrendered his post to 
Judge William R. KeJiey. 49 

A clear answer to one pressing question stilI eluded the shrewdest of observ
ers: where did power reside within the eastern management of Union Pacific? 
Burt's appointment suggested that the Northwestern (and therefore the Vanderbilts) 
wielded a powerful influence, but the first board was a mosaic of interests . 
Hughitt was a dfrector and so was Roswell Miller, president of the Chicago, 
Milwaukee & St. Paul. George Gould took a seat along with Pierce, who 
served as chief counsel to the company and was also made chairman of both the 
board and the executive committee. Henry B. Hyde of Equitable Life had long 
been frienclly with the Goulds_. Oliver Ames U represented his family's interest. 
Schiff, Kahn, Fitzgerald, StiJlman, and T. Jefferson Coolidge were all bankers 
associated with the reorganization . George Q. Cannon filled the place reserved 
for Utah interests, and John Doane of Chicago was a former government 
director. 50 

That left only Harriman, the mystery man of the board. No one knew why he 
was there or what role he was expected to play . In fact, no one paid any 
attention to his presence. He was known only as a broker of moderate means 
and conservative reputation who had been associated for some years with the 
Illinois Central Railroad. Not even the shrewdest eyes on Wall Street gave 
more than a perfunctory glance at the news in May 1898 that the mystery man 
had been elected chainnan of the Union Pacific' s executive committee. 51 
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MP Missouri Pacific Railroad Archives , Union Pacific System, St. Louis , Missouri 
OK Otto Kahn papers, Firestone Library , Princeton University, Princelon, New 

Jersey 
RGD R. G. Dunn & Co. coll ection, Baker Library, Harvard Graduate School of 

Business Administration , Boston, Massachusetts 
SF Stuyvesant Fish papers, Butler Library, Columbia University , New York City 
SMF Samuel M . Felton papers, Baker Library, Harvard Graduate School of Business 

Administration, Boston, Massachusetts 
TR Theodore Roosevelt papers, Library of Congress, Washington, D.C. 
UPL Union Pacific Railroad Company collection, Nebraska State Museum and Ar

chives, Lincoln 
UPN Union Pacific Railroad Company records, Union Pacific Corporation, New 

York City 
UPO Union Pacific Railroad Company record , Union Pacific System, Omaha, Nebraska 
UP 
Report 
WDS 
WPB 

WSJ 

Annual reports of the Union Pacif Railroad Company 
Willard D. Straight papers, Cornell University, Ithaca, New York 
Western Pacific Railroad papers, Baker Library , Harvard 
School of Business Administration, Boston , Massachusetts 
The Wall Street Journal 

PROLOGUE 

THE FUNERAL 1916 

Graduate 

Details of the funeral are drawn from the Omaha World-Herald, Omaha Bee, and 
Council Bluffs Nonpareil, Jan. 4-7, 1916. 

2 Omaha World-Herald, Mar. 18, 1921; Omaha Bee , Mar. 19, 1921 . 
3 Stanley P. Hirshson, Grenville M. Dodge: Soldier, Statesman , Railroad Pioneer 

(llloomington , Ind ., 1967), 261-62. 
4 Ibid., 227 , 259-62. 

CHAPTER I 

THE RECEIVERSHIP 

David F. Burg, Chicago's White City of 1893 (Le:tington, Ky., 1976), 180. 
2 Ray Ginger, Age of Excess (New York, 1965), 157-62. 
3 Paul W. Glad, McKinley, 8rya11, and rhe People (Philadelphia, 1964), 72 . 
4 Uf' Reporl, 1893, 13 , 15; 1894, 34; 1896, 8. 
5 Calculated from data in ibid. , 1893, 84; 1894, 48. All percentages are rounded . The 

reports did not break down the figures for individual types of ore . 
6 Ibid , 1894, 48; 1897, 20. 
7 These matters are covered in detail in Maury Klein, Union Pacific : The Birth 

/862- 1893 (Garden Cily, N . Y., 1987). 
8 WSJ, Apr. 10 and Aug. 20, 1894; Dodge to E. F. Atkins , June 13, 1895 , UPL; 

Railroad Gazerre, 27:227 . 
9 Orr to Millar, Nov . 24 , 1893, UPL. 
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10 RR Gazette, 25:776; Commercial and Financial Chronicle, 57:684; WSJ, Oct. 31, 
Nov. 13, and Nov . 17, 1893; Dodge to E. F. Atkins, ov. 3, I 93, UPL; NY 
rimes. Nov . 12 and Nov. 14, 1893; NY World, ov. 13, 1893. 

11 The history of the Panhandle road is splendidly dctaiJccl in Richard C. Ovc1ion, Guff 
to Rockies (Austin , Tex. , 1953). 

12 Dodge to Moses Hallett, Nov. 9, 1893, OP; RR Gazeue, 25:880, 898; WSJ, Dec . 
2-5 , Dcc. i2,Dec. 15,andDcc. 16, 1893 ;Chronicle,57:980;UPReporl, 1893, 16. 

I 3 NY World, Oct. 15, 1893; WSJ, Oct. 18, I 893; Chronicle, 57 :828-29. 
14 Stuart Daggetl , Railroad Reorganizalion (Cambridge, Ma~s ., 1908), 237-44. For 

background on the Thurman Act ec Klein , Union Pacific, ! :chaps. 19 and 27 and 
H, R. Meyer, "The Scltlentcnts with the Pacific Rai lways," Qudrterly Journal of 
Economics (July 1899), 13:431- 32 . 

15 WSJ, Nov. 20, Nov . 23, and Nov. 24, 1893; Chronicle, 57:894; NY Times, Nov. 
29, Dec. 2, and Dec. 5 , 1893 . 

16 WSJ , Dec. 13, 1893, Jan. 3 1, 1894; DR, 14:387; NY Times, Feb. I, Feb. 10, Feb. 
24, Mar. I, Mar. 3. Mar. 6, Mar. 27 , Mar. 30, Apr. 3, and Apr. 4, 1894. 

17 WSJ, Apr. 24-28, June 12, July 9-11, 1894; NY Times, Apr. 27, June 7, July 8, 
July 12, July 21, and July 22, 1894; Chronicle, 58:775, 59:71, !SJ; Congressional 
Record, 53rd Cong., 2d Se s. , 9177. 

18 WSJ, Aug. 18 and Aug. 22, 1894; NY Times, Oct. 5, 1894; Nelon Trottman. 
lfisrory of the Union Pa ific(New York. 1923). 256-58. 

19 WSJ, Jan . 15-18, Jan. 29, and Jan. 31, 1895; D. n. Henderson to Dodge. Jan. 18, 
1895, DR , 14:689; RR GazettP , 27:47 , 7 , 123; Gardiner M . Lane to Alexander 
Millar, Jan. 19, 1895, UPL. The plan is in UP Exec. Comm. Minutes, Jan. 11, 
1895, 191, 193-97 . 

20 WSJ, Feb. 5. fob. 11, Feb. l6, Feb. 21, Feb. 23, Mar. 8, and Mar. 9, 1895; NY 
Time , Feb. 5 and Mar . 9 1895: Chronicle, 60:303, 437; Dodge to Trumbull, Mar. 
7, 1895 , DP. 

21 NY Time.I', Jan. 20, Jan. 22 , and Feb. 5, 1895; WSJ , Jan. 18. Jan. 22. Feb. 8, and 
Feb. 11, l895;RR Gazet/e. 27:62; Chronicle. 60:178 . 

22 WSJ, May 3, June 26. and Nov . 21, 1894, Jan. 3, Jan . 5, Jan . 23 , Mar. 11. Mar. 
22, May 16, May 29, and June 4, 1895; NY Times , June 24 and June 26, 1894 , 
Ju11e 11, 1895; Chronidc: , 59:423, 60:523, 563, 874, 968, 1010, 1033- 35, 1059; RR 
Gazetre, 26:658, 27:242, 306. 398. 

23 Millar to Mink, Oct. 27, 1893, UPL; George Gould to E. F. Alkins , Oct. 15, 1893. 
UPL. 

24 WSJ, Nov . I and Nov. IO, 1893, Apr. 17, Apr. 23, July 24-26, and July 29, 1894, 
Jan . 8, Jan. 9, and Oct 11, 1895. Apr.26, 1896; Gould to Clark, Apr. 28. 1894, UPL. 

25 Chronicle, 60:668; Daggett, Railroad Reorga11izatio11, 250-51. 
26 WS.J, Sept. 18 and Oct. 8- 10, 1895; NY Times, Oct. 9, 1895: G. W . Batson, "Final 

Reorgani1.ation, " 3, AF. Thee fragment of Batson·s manuscript on E. H. Harri
man can be found among the papers at AF. 

27 George Kennan , E. H. f-larrima11: A Biography (Boston, 1922) I :119- 21; Cyrus K. 
Adler, Jacob H. Schiff: His life and Lecrers (New York, 1929), 1:50. Kennan's 
version is drawn from G. W. Batson's inlcrvicw with Schiff, March 20 1911 , copy 
of which is at AF. See also Batson to Mary Harriman, March 20, 1911. AF'. 

28 Adler, Scliiff, I :92; Schiff interview, I. 
29 Adler, Schiff, 1:83 , 93; tephen Birmingham, Our Crowd (New York, 1984) , 175, 

l 83; Frieda Schiff Warburg. Reminiscences of a Long Life (New York, 1956). 
(Frieda was Schiff's daughter.) 
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30 WSJ, Oct. 11 and Oct. 14, 1895 ; NY Times. Oct. 12 and Oct. 15, 1895; Schiff 
interview , 2. 

31 A copy of the plan is in Chronicle, 61 :705- 7. For discussions of it see Daggett , 
Railroad Reorganization , 250-54, and Trottman, Union Pacific, 261-67 . 

32 Chmnicle, 61:683-84; The Nation. 61 :286-87; RR Gazelle, 27:707 . 
33 NY Times, Jan . 21, 1896; Chronicle, 62:187 , 462 , 742,822; WSJ, Jan. 27 , Feb. 20, 

Mar. 5, Mar. 23, Mar . 31, Apr. 1--4, Apr. 8 , Apr. 9 , and Apr. 21 , 1896; RR 
Gazette. 28;84 . 

34 WSJ, Oct. 21, Oct. 31 , Nov . 23 , Dec. 7, Dec . 9 , Dec . 15 , Dec. 21, and Dec . 22, 
1896; RR Gazelle , 28:872, 890; Chronicle , 63:1065 ; NY Times, Dec. 13 and Dec . 
15, 1896; Kennan, Harriman, 1:122. 

35 This episode is taken from Schiff interview , 2- 5. This is a brief version by Schiff 
himself. 

36 Fish to 0. 0 . Telerton, Dec. 28, 1896, IC; Fish to Harriman, Jan. 2 , 1897, IC; 
Jeffery to W. H. Holcomb, Nov. 21, 1888, IC; Holcomb to Jeffery, Nov. 23 and 
Dec. 21, 1888, IC; Jeffery to Fish, Dec. 22, 1888 , lC; J. W. Doane to Fish , Jan. 
26, 1894, IC. 

37 Fish to Harriman , Jan . 2 and July 2, 1897, June 28 , 1898, [C; Harriman to Fish, 
Jan. 14. 1897, IC; Fish to J. T. Harahan , Jan . 20, 1897, Oct. 6, 1899, lC; Fish to 
George P . Harrison , Feb. 9, 1897, IC; John C. Coombs to Fish and Harriman, Mar. 
5, 1897 , IC; John F. Stover, History of the Illinois Central Railroad (New York , 
1975), 142-43. 

38 NY Times, Jan . 7, Jan . 9, Jan. 12, Jan. 15, Jan . 16, Jan . 21 , and Jan. 22, 1897 ; 
WSJ , Jan . 11-15 and Jan. 19-22, 1897; Chronicle, 64:136. 

39 Chronicle , 64:182, 235; NY Times , Jan. 23- 26, 1897; WSJ , Jan . 25- 29, 1897; RR 
Gazette , 29:88 . The two classes asked lo accept reductions were the Kansas Pacific 
consolidated mortgage and the Union Pacffic sinking fund land grant eights. The 
actual amount owed the government was offset by about $17 million accumulated in 
sinking fund payments . 

40 NY Times . Feb . 4, Apr. 9 , and May 2, 1897; WSJ, Feb. 4, Feb. 11 , Apr. 14, May 
21 , May 29 , and June 21, 1897; RR Gazeue, 29:I06, 114 , 484; Chronicle, 64:331 , 
1024-25, 1228, 65 :70; H. W. Cannon to James J. Hill, undated , JJH. 

41 Kennan, Harriman , 1:126. 
42 WSJ, July 27 , July 31, Aug. 2, Aug. 10, Aug. 12- 14, Aug. 17 , Aug. 24, Sept. 2-4, 

Sept. 10-15 , Sept. 20, Sept . 24, Sept. 27-30, Oct . 5, Oct . 6, Oct . 8, Oct . 16 , Oct. 
18 , and Oct. 21- 23, 1897 ; RR Gazette, 29:548 , 564, 580, 698; Chronicle , 65:464, 
622 , 758- 59, 66: 17; NY Times, Oct. JO, 1897 . 

43 WSJ , Oct. 25-30, 1897; RR Gazette, 29:776; NY Times, Oct. 2~28, 1897; Chroni
cle, 65:800--3 . 

44 Chronicle, 65:825; WSJ , Oct. 30, 1897. 
45 NY Times, Oct. 31- Nov. 5, 1897; WSJ, Nov . 3-5 , 1897 . 

. 46 Chronicle, 65 :870, 1025, 66:52; RR Gazelle , 29:792; Report of Government Direc
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